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CHINA’S OPPORTUNITY FOR NATIONAL REBIRTH 
. CHINESE NATIONAL CHARACTERISTICS 


The Sinologue is beset with innumerable 
problems not the least of which is to 
explain why the Chinese who have gain- 
ed for themselves a world-wide reputa- 
tion for wisdom and integrity are, after 
several thousand years of existence as the 
Middle Kingdom and thirty-three years as 
a republic, nationally bankrupt. 


What is the reason for the failure of 
all of the individual honour, that the Oc- 
cidentals admire so much in the Chinese, 
to build a sound national economy which 
would enable them to assume their share 
of responsibility for maintaining the peace 
in Asia with a national pride equal to 
the individual pride of the well educated, 
well mannered Ghinese, instead of being 
forever “poor China”, the constant object 
of pity and help, or exploitation? 


The apparent paradox of China the 
great, becoming after centuries of life, 
China the poor, may in part be explain- 
ed by the virtues of the masses, built 
upon a philosophy of peace and filial 
piety (including obedience to their rulers) 
ahich has given reins to the ruthless 
usurers and corrupt officials who have 
bled the country to the bone. 


Remer says: “It is probably more neces- 
sary to emphasize objectivity when a 
study of China is presented than in the 
case of any other country. This is not 
entirely because emotion and prejudice are 
strong and interests are involved, but, 
also, because there is among the practical 
students of China’s economic problems a 
school of perverse mystics who maintain 
that principles do not hold for China. 
The student of China must, of course, 
freely acknowledge that caution is neces- 
sary when it comes to generaiizing about 
the country, but he is tempted to answer 
those who hold that no rules apply by 
asking whether a bank account ought not 
to balance in Shanghai or Tientsin as 
well as in Tokyo or London.” 


(By JAMES A. RABBITT) 


The above was wriften in 1932, but tt 
applies equally well, if not more so, to- 
day. 


National Traits & Dr. Sun’s Move- 
ment 


It is a fact that there is among the 
Chinese people, a racial solidarity that 
manifests itself whenever they are attack- 
ed by a foreign foe. There is also among 
them a_ stoical heroism which enables 
them to endure great hardships such as 
famine, plague, flood and war. But, as 
soon as the stresses are removed they 
tend to disintegrate into many units bent 
on the exploitation of the poor by the 
rich, the weak by the strong and the 
masses by the officials for personal gain 
and family power. 


Distances have been so great in China, 
especially when measured by their foot- 
paths and wheel-barrow tracks that Con- 
fucianism has, in such vast and over- 
crowded society, been narrowed down to 
the individual and his immediate family 
with no great soul born in that land until 
Dr. Sun Yat Sen came to expand filial 
piety to include all Chinese as brothers 
and to honour achievement for China’ as 
a service to their Motherland. It may be 
too soon to expect the impact of Dr. Sun 
Yat Sen’s revelation to reach the hearts 
of all of his camp followers, as it has 
taken more than nineteen hundred years 
to produce one country in this world that 
will go to war for the sake of fair play 
and not demand half of the earth for 
its sacrifices. 


Distances are therefore the first of the 
Chinese dragons that must be annihilat- 
ed. There can be little change in the 
Chinese individualism that is blocking the 
building of a modern state capable of sur- 
vival in a changing world except by the 
creation and development of efficient 
transport facilities, This means not only 
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modern communications for information. 
and intelligence, which serve to publicize 
local dissatisfaction, but all forms of 
transport for passengers and goods. 


The Chinese revolution of 1911 was not 
a widespread revolution of the people but 
an overthrow of an ossified autocracy by 
inspired crusader of the Savonarola 
type, followed by a small and nervous 
group who have ever since been strug- 
gling for power. 


The power has been sought for the old 
game of exploitation instead of being a 
real movement among the people for 
modernization on a national basis although 
this was the avowed principle for which 
the Father of the Revolution, Sun Yat 
Sen, worked and died. 


Forces of Disintegration in China. 


It is impossible to obtain a logical ap- 
proach to China’s industrial potential 
without a fair evaluation of the forces 
which are blocking China from building 
a state capable of raising its own stan- 
dard of economy with protection for life, 
property and opportunity at home, against 
domestic exploitation and its power of sur- 
wival in a modern world against foreign 
pressures and attack by creating leaders 
who are superior to that local factional- 
ism and personal greed for power and 
profit which has been responsible for dis- 
integrating China and reducing its credit 
and jurisprudence te such a low point 


that it must be humiliating to decent 
Chinese. 
The Chinese, themselves, say that be- 


fore making two steps forward it is often 
necessary to take one step backward. In 
our effort to understand China, we must 
take a step backward to get behind the 
Chinese mind. It is axiomatic that where 
ceremony is extolled, form will gain pre- 
cedence over substance in human relations. 
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The Analects of Confucius are full of 
examples of placing ceremony (or form) 
above all—and we who have had long 
dealings with the Chinese know how much 
ceremony means to them. This is all very 
well but it leads to a degree of formal- 
ity which is superficial in a world where 
confidence and the credit that it breeds 
must be built on integrity based upon long 
and sound practice in dealing honestly 
with facts instead of playing one nego- 
tiator off against another. This attitude 
of the Chinese is one of the serious pro- 
blems involved in the industrialization of 
their country. 


Something should be done by their lead- 
ers to give the Confucian principles a 
broader application, so that tke filial piety 
which is now practised by the Chinese in 
the narrow sense of squeezing for the 
sake of one’s family the life from every 
goose that lays a golden egg, after tak- 
ing all the eggs, will instead be extend- 
ed to include the welfare of the whole 
country. 


China’s Very Slow Progress 


The foregoing makes a somewhat gloomy 
picture, but it must be remembered that 
at close range it is hard to recognize 
evolutionary forces in motion. 


The U.S.A. did not enjoy much credit 
in Europe for a long period after the 
American Revolution; in fact, its poli- 
tical house was in disorder for several 
decades, and, yet there was but a small 
population to convert and area to govern, 
with a young, dynamic and adventurous 
people, compared with China’s vast popula- 
tion and territory, as well as her old 
civilization with its hide-bound conserva- 
tive, medieval customs and economy to re- 
form. 


It must also be kept in mind that the 
Manchu Dynasty which held China in 
subjugation for three hundred years until 
1911 was corrupt to the core and yet 
severe to the most sanguinary limit in its 
strictures against the slightest infraction 
of its autocratic edicts—awhich must have 
unloosed a great pent-up pressure when 
released suddenly only 33 years ago. 


When the wise, old Wu Ting Fang, 
who had been the first Chinese Minister 
to the United States was dying in Can- 
ton in 1923, in the midst of violent coun- 
ter revolution, he said: “Alas, poor old 
China, to ask her to become a republic, 
overnight, is like asking a woman of 
eighty to bear a child.” 


The writer was in Canton at that time 
and he must admit, in looking back over 
the past twenty-two years that the govw- 
ernment in China 
provement over the numerous provincial 
and inter-provincial de facto governments 
by war lords which were striving for 
control in the early twenties. 


Twenty-five years ago it was often said 
by European and American experts that 
the Russians would be incapable of de- 


today is a great, im- 
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veloping their industries even with the 
purchase of the most modern equipment. 
Thirty-five years ago the same was often 
said about the Japanese. As an example 
of Jeremiahian predictions, Dr. John E. 
Orchard, as late as 1930 declared the 
Japanese to be mechanically inefficient. 


The Chinese Cultural Background 


These observations have been proved to 
be fallacious and so might be similar pre- 
dictions about the Chinese, although in the 
case of China the problem has many deep- 
rooted factors which were absent from 
the Russian and Japanese background, 
such as: 


1. Emphasis given to classical objec- 
tives in Chinese education leading 
to personal leisure, dilettanteism 
and political patronage. 


2. The low esteem for technical educa- 
tion held by the Chinese intelligen- 
sta, 


3. The prevalence of usury and the 
apathy of the public towards mal- 


faesance. 

4. The perennial civil wars which 
have sapped the vitality of China 
for ages. 


5. The tendency of the Chinese to. be 
impressed by form rather than sub- 
stance which has, in the past, led 
them to be satisfied with feeble be- 
ginnings instead of major accom- 
plishments. 


The following is abstracted from “Time”, 
Sept. 1944, p. 58: “Since 1847.......... 
some 10,000 Chinese have journeyed east- 
ward to acquire a U.S. education’. What 
does this really mean? In 100 years a 
mere 10,000 men out of a population of 
450 million have received academic train- 
ing in the U.S.A., and returned to China 
without, with few exceptions, staying in 
this country long enough to obtain any 


practical experience in the application of 
their Western education. Ten thousand 
in 100 years—about one-fourth of the 


yearly attendance at the 


2 a University of 
California. 


China Needs Credit 


What China needs mostly is a group 
of men like Tata of India. The story 
of Tata in India is a significant yard 
stick for measuring the Astatic industrial 
potential not only because it revolves 
around a man of strong will, courage, 
integrity, continuity of purpose, but also 
because that man has shout the wisdom, 
rare in: orientals, of building from the 
ground up with a sound technical founda- 
tion supplied by the best western engineers 
who could be employed and who were so 
well paid for their services and well 
treated ‘that they outstayed their contracts 
to help build an industry for something 
beyond the matter of the dollars and cents 
involved. 


; 
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China needs credit, but in the broad 
sense credit means confidence in the capa- 
city for trusteeship on the part of indivi- 
duals in commerce and industry to give 
an accurate accounting for large and small 
sums loaned to them through banks or by 
individuals by purchase of shares in limiti- 
ed liability companies. 


It has been said that nine-tenth of the 
world’s business is done on this type of 
individual credit. 


It is obvious that the truth of the prin- 
ciple that nine-tenths of the world’s busi- 
ness is credit, is based largely on the ac- 
ceptance of the soundness of the limited 
liability or joint stock enterprises which 
have now come to be the rule rather than 
the strictly private company in the world’s 
enterprise. The free flow of capital is as 
important as the free flow of goods and, 
therefore any obstacle to one of these basic 
factors in commerce and industry stifles 
the other. 


China’s Failure in Modern Industry 


The question is, what about the limit- 
ed liability company in China which is 
made up of purely Chinese capital that 
is not a family or government enterprise? 
We know of no great number nor of 
any great enterprise of such a composi- 
tion in China using publicly subscribed 
funds that has functioned efficiently and 
profitably for the share-holders, outside 
of family or sectional groups. 


When joint stock companies have been 
established with part private and part 
government capital, the management has, 
all too frequently, deteriorated until honey- 
combed wtth nepotism and/or  sectional- 
ism with disastrous results to earnings, 
principal, property, and credit. 


Whether the cause of these conditions 
in China, which has prevented the deve- 


lopment of large and prosperous enter- 
prises of a purely Chinese origin and 
control, is the Confucian family pattern 


which, as we have already pointed out, 
has resisted modern influences or whether 
it has been due to an inherent deficiency 
in the Chinese character of trusteeship 
caused by innate suspicion that has led 
to the adoption of deception and expedi- 
ency as a principle matters little. 


The important thing is that China is 
where it is today, notwithstanding the 
fact that it has been in business longer 
than any other major country. 


These observations are given here aith 
a prayer that with the present opportun- 
ity for rebirth, all of the causes which 
have been responsible for China’s record 
of- national failure in the past 


may be 
lost forever, 


(Copyright in the above article is 
vested in Mr James A. Rabbitt) 


. 
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INDUSTRIAL NOTES 


INDUSTRIAL 
CONDITIONS OF 
HONGKONG 


During this year, spurred by the 
‘depression in China and all-round de- 
terioration in the wake of the unend. 
ing civil war, a large number of pro- 
spective industrialists mostly from 
Shanghai but also from North China 
and Kwangtung came to Hongkong 
where they investigated and inquired 
into the conditions as to the possi- 
bilities of construction of factories, 
production of these and those com- 
modities, marketability and prices. of 
their suggested products, labour con- 
ditions, financial and exchange regula- 
tions et al. 


A few made up their minds and in- 
vested what. money they could take 
‘out of their native country, trusting 
that profits would justify their ven. 
tures; and, in fact, those manufactur- 
ers who started operations here during 
1947 were not disappointed as to pro- 
fits but in most cases the outlook for 
‘the future is not very promising. Many 
more industrial promoters, however, 
remained cautiously behind and 
‘wanted to see the smoke of uncer- 
tainty clear before sinking their 
‘capital into any ‘kind of industrial 
undertaking. 


The deterrent reasons for such 
timid behaviour are obvious in a Far 
Eastern world which is not only not 
‘catching up with the progress 
achieved by the Western world before 
1939 but is steadily falling more be- 
hind in the post-war era. Industrial 
production in Far Eastern countries is 
—with the exception of Japan—hardly 
more than childish endeavours to copy 
from adults with results which can- 
not be but disheartening. 


But industry there must be if the 
oriental subsistence level is to be 
‘raised, and every newcomer in the 
local thin but growing forest of fac- 
tories contributes his bit to the econo- 
mic advancement of the population 
of this Colony. 


The problem of Hongkong’s indus- 
‘trialisation must be tackled with mo- 
desty and humility; there are very 
narrow limits within which profitable 
and prosperous industrial production 
can and should be attempted, Any 
exaggerated ideas oof industrial de- 
velopment here—just as well as in our 
neighbouring countries—will only lead 
to disappointments, losses of capita] 
and a hovering feeling of frustration 
although the ephemeral flush of great 
national industrial achievement may 


recompense for the _ inevitable out- 
come. 
Industrial production conditions 


here are, looking around in this part 
of the world, relatively very favour- 
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able; but only in relation to conditions 
prevailing in the Far Eastern vicinity. 
Certain types of light industries 
might be developed and others are 
bound to be created here in prefer- 
ence to those which cannot, in the 
long run, stand up to the superior 
competition of European and American 
industries. 


While most industrial promoters 1e- 
cognise that the scope for the erec- 
tion or the continuation of industries 
in Hongkong is limited—by virtue of 
geography and climate, primarily, but 
also because of the backward type of 
civilisation which its victims so stub- 
bornly refuse to change—there are 
nevertheless many sound propositions 
which deserve attention and close 
study as they take into focus the fol- 
lowing facts: — 


1) Industrial specialisation on pro- 
duction of goods with regard to 
locally (ie. here or in neighbouring 
areas) available raw materials; 2) 
Production of commodities for use of 
comparatively primitive economic 
groups so as to avoid superior com- 
petition from European and American 
manufacturers, 


As for 1):—China produce might be 
processed and refined here and then 
exported, e.g. bristles could be used 
for a brush making industry here; the 
abundance and wonderful variety of 
fish and sea animals could be made the 
basis for a modern fish canning in. 
dustry; leather goods of original de- 
sign could be produced from _ hides 
and skins which are so plentiful here; 
a perfumery industry and food es. 
sence industry could be built up along 
modern lines’ by utilising available 
essential oils like cassia, aniseed, and 
musk etc.; the rich sources of veget- 
able oils could be made the basis for 
oil refineries (especially of edible 
oils): a building construction, fittings, 
furniture industry, again along mo- 
dern lines of improved taste and de- 
sign and quality, could be made to 
prosper on the basis of available raw 
materials (Indo-China, China, Siam, 
Malaya); a ‘fashion industry for 
ladies’ wear particularly could be de- 
veloped here (as had been so well 
and successfully done by European re- 
fugees in Shanghai before and after 
the war). Dozens of more examples 
could be given if space would permit. 

As for 2):—Customers of Hong- 
kong’s products should, by and large, 
be sought for only in economically 
‘backward countries where the higher 
ouelitv and design of Western manu- 
facturers cannot be appreciated and 
ynrice eventuallv decides the purchase. 
But the conditio sine qua non here 
is the local ability to underquote any 
Western competition. ‘The local tex- 
tile industrv may then be expected to 
flourish and sell to most countries in 
the Orient and to tropical people gen- 
erallv. Next in importance to the 
textile industry, in the above connec- 


AND REPORTS 


tion, may come all the many factories 
which produce for the daily needs of 
tropical man such as_ rubber foot 
wear, cosmetics, rattan furniture, ctc. 


The industries of Hongkong which 
are ancillary to the Colony’s raison 
d’etre, its entrepot business, may €x- 
perience in due course further expan- 
sion and prosperity. Such industries 
are principally the shipbuilding, ship- 
repairing yards, the operators of ware- 
houses, harbour craft and land trans- 
portation. An automobile and truck 
assembly plant, for instance, could be 
regarded as an industry ancillary to 
the entrepot business of Hongkong. 
Provided that peaceful conditions all 
over the Orient are once again re- 
stored there should be a considerable 
upswing in trade with resultant ex- 
pansion.of present “port ancillary in- 
dustries” and the commencement of 
operations of many new ones. 


As a potential air transport centre 
in the Far East and Pacific Hongkong 
may also develop as an “airport an- 
cillary industry” an aviation construc- 
tion industry. Such a plant could of 
course only be operated by an inter- 
national concern who would have to 
establish a branch factory, probably 
only an assembly plant in the begin- 
ning, in the Colony. Once the new 
airfield is going to be constructed the 
possibility of a British aviation con- 
struction company interesting them- 
selves in the above outlined way is 
not at all remote. However, there 
are, as in all previous examples, im- 
portant provisos, and in the above 
case the construction of a modern 
eerodrome would be the pre-requisite. 


HONGKONG’S 
INDUSTRIAL 
DEVELOPMENT 


Hongkong’s attraction for industri- 
alists has been evidenced by a large 
number of enquiries made by Chinese 
and other manufacturers or industrial 
promoters, Apart from shipbuilding 
and a stee] plant there is no heavy in- 
dustry established here but light indus- 
tries, particularly textile mills, have 
found the Colony an_ ideal site for 
operations. 


It is not only the Colony’s stability 
and security which impress them- 
selves on the mind of every visitor 
but the financial facilities, communica- 
tion means and trading and marketing 
opportunities which all go to persuade 
manufacturers to set up their plants 
here in preference to neighbouring 
countries. That not very much has 
been done so far is the fault of gen- 
eral uneasiness about the trend of 
prices and future markets, the often 
problematic supply of raw materials 
especially those which are still under 
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world allocation, the restrictive trade 
policies imposed by China, disturbed 
conditions in Indo-China and the 
Netherlands Indies, lack of determina- 
tion on the part of the British Govt. 
regarding the promotion of _ inter- 
Empire trading with Preferences suf- 
ficient to assure producers of markets 
within the Commonwealth and Em- 
pire, etc. 


Nevertheless, many new light indus- 
tries were established here during 
this year and preparations haye been 
made by some very substantial inter- 
ests to commence operations of large 
factories within a few months. The 
most important scheme remains the 
Anglo-Chinese industrial promotion 
group whose plans, however, have not 
yet matured and remain to be studied 
further before conclusions can be 
reached. 


The impending start of operations 
of two cotton mills (about South 
China Cotton Mill a report was pub- 
lished in the Aug. 20 issue of this Re- 
view, and about Hongkong Cotton 
Mills a report follows below) is 
an event of special significance in 
Hongkong. So far we had only a 
thriving knitting and weaving and 
textiles manufacturing industry but 
raw cotton had to be imported which 
meant some disadvantage ‘jn prices 
for local knitters, weavers etc. com- 
pared to their competitors in coun- 
tries where cotton spinning mills were 
turning out yarn in adequate quanti- 
ties. 


The two cotton spinning mills of 
Hongkong are therefore very welcome 
from the point of view of our textile 
goods producing industry. Hence- 
forth locally spun cotton yarn will 
enable piece goods manufacturers to 
be more competitive and thus widen 
their markets and expand their local 
activities. 


The two mills, both located in 
Kowloon, are owned and managed by 
Chinese interests. Spindles, looms and 
all machinery have been installed and 
the managers estimate that the month- 
ly production of yarn will come _ to 
about 900 bales (the South China Tex- 
tile having 5,000 spindles producing 
daily 12 bales, and Hongkong Cotton 
8,000 spindles producing 18 bales per 
day of 20’s). 


There are two more cotton mills, 
also owned by Chinese interests from 
the North, making preparations for 
the erection of factories on sites which 
have already been purchased by 
them and approved by Hongkong 
Govt. These two additional mills will 
have some 15,000 spindles each, ~ pro- 
ducing every month an estimated 1,- 
500 bales each. With the local cur- 
rent monthly consumption of cotton 
yarn less than 5,000 -bales, which are 
regularly imported from abroad 
(mostly Japan, some yarn from 
China), the total future output of 
Hongkong spun yarn of some 4,000 
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bales should almost cover local textile 
factories’ requirements. Of course, 
the uptake of yarn may with expan- 
sion of export business increase but 
then there have been made some 
more serious inquiries by Shanghai 
cotton mill owners regarding the early 
realisation of several cotton mills’ 
plans for erection of factories here. 
One British concern is also interested 
to start soon the operation both of a 
cotton and a woollen and worsted 


mill, 


It is surprising that Hongkong en- 
joying the benefits of Imperial Pre- 
ferences never operated a warsted 
mill; seeing that Australian wool is 
so to speak on our thresholds and 
English mill equipment would be pro- 
curable in a world which otherwise 
suffers from nonfulfilment of orders 
placed with capital goods producers, a 
woollen and worsted mill here ap- 
pears to be one of the best invest- 
ments for industrial financiers, Only 
recently some British and Chinese in- 
terest has come to the fore and it is 
likely that within a reasonably short 
time there will be established at least 
one worsted mill in this Colony. 


The vegetable oil importers here 
have often commented upon the non- 
existence of refining mills. Before the 
war there were several oil refining 
mills operating here, and at least one 
tung oil mill making good profits. With 
heavy imports of edible oils into Hong 
Kong like rapeseed, teaseed, peanut, 
sesame etc., which all have to shipped 
to refineries in Europe or America, the 
field for one or more local] oil refineries 
should be a very remunerative one 
provided that the necessary equipment 
was available and honest and capable 
technicians could be employed. 


A few weeks ago an olive crushing 
mill has started working here. Whole 
Chinese olives are crushed and their 
oil is extracted. Chinese olives al- 
though small and unseemly are never- 
theless yielding good oil which, if 
properly refined, is superior to other 
Chinese edible oils. Of course it can. 
not be compared to the Italian, Spanish 
or Californian variety. Olive oil ex- 
tracting and local olive crushing may 
soon develop into a good export busi- 
ness especially to oils and fats short 
Europe, 


During September the following new 
factories were granted registration 
certificates by Govt:—5 weaving mills; 
2 shipbuilders; each 3 knitters, en- 
gineering works; each one dye stuffs, 
printing, cloth calendering, rattan 
goods, metal wares, rubber (rolling), 
and glass factory, 


The total number of factories which 
applied with Hongkong Govt for re- 
gistration as at Sept. 30 was: 1,183. 
Registration certificates until Sept. 30 
issued totalled 811. During Sept. 26 
new applications for registration were 
received and 23 new registration certi- 
ficates were granted, 
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of knitting and 
weaving mills is only about 30% of 
capacity; a few mills are well sup- 
plied with orders but some factories 
have to remain idle. Rubber shoes 
manufacturers, as was outlined im our 
last issue, are now much more con- 
fident of good business than during 
many months past. More orders from 
London are expected and orders from 
China seem to be piling up. 


Current business 


Orders from Africa and India were 
responsible for the rather good output 
of electric hand torches, electric bulbs 
and electro-plating factories during 
recent weeks. 


Very satisfactory business is report- 
ed from manufacturers of hurricane 
lamps, (flat (charcoal) irong and 
thermos flasks, Indeed, hurricane lamp 
producers are these days in clover. 


The local paint industry is another 
bright spot in Hongkong’s produc- 
tion front. Their bonanza seems to be 
perennial. 


Button manufacturers keep on com- 
plaining about the American plastic 
ccmpetition and the popular craze 
about anything plastic. The local pro- 
duct made mostly of ivory nuts is not 
very much in favour with both local 
buyers and importers abroad. How- 
ever, the popular prejudice in favour 
of plastic buttons will not squeeze the 
ivory nuts into the corner. There was 
a time when plastic belts appeared to 
have completely thrust into oblivion 
leather belts; however, leather belts 
are still much in evidence everywhere 
and become again fashionable. So let 
it be with ivory nuts, 


COTTON MILLS IN HONGKONG, 


Managers and _ representatives 
several large and medium Chee 
spinning mills of Shanghai as well 
as of North China have made inves- 
tigations into the local eccnomic 
position as early as summer 1946 
with a view to either establishing in- 
dependent plants here or open branch 
factories the head offices of which 
would remain located in China. The 
problems of sufficient skilled labour 
available in the Colony, the high 
cost of male and female labour and 
the close supervision by Hongkong 
Govt over working conditions in 
mills have represented considerable 


obstacles to the new industrialists, 
from the North. (Female labour is, 
in accordance with International 


Labour legislation, only permitted 
during day and early evening hours 
whilst most oriental and especially 
tropical countries, although signa- 
tories to the Labour convention, do 
not in practice adhere to these re- 
gulations). 


The possibilities of easier and more 
profitable operation of cotton mills, 
and in fact almost any type of in- 
dustry which is at present operated 
in China; in this Colony has aroused 
so much interest abroad that it is 
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ne exaggeration to state that the 
much talked about post-war indus- 
trialisation phase of Hongkong is 
now starting. 


Chinese textile industrialists who 
surveyed the local situation are of 
the opinion that the local shortage 
of skilled workers can be easily over- 
come by bringing skilled labourers 
from Shanghai during the initial 
stage to train local unskilled hands, 
the prevailing high cost of labour 
may eventually be lowered when 
general living conditions improve. 


It has been generally pointed out 
by factory managers that no cotton 
mill can operate profitably if the 
labour authorities insist that female 
workers cannot be employed in in- 
dustrial establishments after 8 p.m. 
In the textile industry, female wor- 
Kers are more important than male 
labourer and employment of female 
workers is cheaper. Therefore 
several textile industrialists ~ of 
Shanghai are looking forward to the 
relaxation of existing working regu- 
lations before they may further de- 
velop plans to remove their factories 
to the Colony. It is, however, dif- 
ficult for the local authorities to re- 
lax female working conditions since 
international agreements cannot be 
ignored. 


For the sake of promoting the cot- 
ton textile industry Hongkong Govt 
may temporarily relax working con- 
ditions wherever possible. Cotton 
mills may be allowed to operate on 
a 24 hour basis in addition to being 
granted a few hours’ extension for 
female workers’ employment during 
night hours. 


Prior to the outbreak of the Pacific 
War, Japan dominated almost the 
entire Far Eastern textile markets. 
At present, Japan rehabilitated only 
a portion of her prewar spindles so 
that she cannot possibly refwstate 
herself fully. Due to unstable con- 
ditions in China Chinese textile fac- 
tories continue in a difficult position 
and cannot well offer competition 
to the Japanese cotton textile pro- 
duction. It remains, therefore, for 
India to capture business which once 
was entirely Japanese. 


In the opinion of Chinese textile 
merchants, Hongkong is an ideal 
place for any textile industry due to 
its relatively stabilised conditions 
and its easy access’ to raw cotton 
from India. On the other hand, 
Hongkong’s climate is less favourable 
than Shanghai for cotton mills’ 
operations. 


Following the establishment by 
‘several textile merchants from 
Shanghai of a cotton mill in Hong- 
kong (The South China Textile Co. 
as reported in our issue of August 
20), another group of Shanghai tex- 
tile industrialists have commenced 
putting up a second cotton mill in 
Hongkong. 


The new mill, which is the second 
of its kind in the Colony, is named 
the Hongkong Cotton Mills Limited. 
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There are 8,000 spindles installed in 
its approximately 60,000 square feet 
factory building in Hunghom (Kow- 
loon), (the South China Textile Co. 
has 5,000 spindles installed). 


The Hongkong Cotton Mills is an 
associated enterprise of the China 
Cotton Mills in Shanghai which 
operates three mills with a total of 
80,000 spindles in the northern port. 
The entire machinery of the new 
mill, worth over H.K. $2 million, was 
ordered from the United Kingdom; 
half of the spindles have already 
been delivered and are installed. 


The factory will be able to produce 
18 bales (400 pounds each) of 20,s 
cotton yarn daily on a 24-hour basis, 
divided into three shifts with about 
500 workers. About 100 skilled 
female workers will be brought down 
from Shanghai to train the locally 
recruited 400 unskilled labourers. The 
factory anticipates to train more 
local workers to be skilled hands 
within three months. 


The associated mills in Shanghai 
are operating also on a 24-hour 
basis with two shifts operated solely 
by female _ labourers. However, 
working regulations here are actual- 
ly enforced so that the factory will 
operate three shifts a day with both 
female and male workers. 


The China Cotton Mills of Shang- 
hai ordered another 8,000 cotton 
spindles from the United Kingdom 
and 3,500 worsted spindles (equalling 
18,000 cotton spindles) from. the 
United States. The spindles and ad- 
ditional machinery are expected to 
reach China in summer 1948. 


Should operating conditions here 
prove satisfactory, the company may 
Girect all these spindles and machin- 
ery to Hongkong for eventual opera- 
tion. If that is the case, Hongkong 
will also see another new textile in- 
dustry, namely worsted spinning. 
The larger worsted mills in Shanghai 
are the British owned Ewo Worsted 
Mills which operate some 3,000 worst- 
ed spindles. 


The Hongkong Cotton Mills will 
start operation by the end of this 
year, while the South China Textile 
Co. will commence by the beginning 
of November. 


The new Hongkong Cotton Mills 
have nine departments instead of the 
three sections as the South China 
Textile Co. The nine departments 
are: the scutcher, carding, fly frame, 
ring spinning, winding, reeling, 
bundling and hydraulic packing de- 
partments. They ure all equipped 
with new machinery from the United 
Kingdom. Apart from the $2 million 
investment for machinery and spin- 
dles, the Hongkong Cotton Mills are 
prepared to spend another $2 million 
for raw materials etc. to put the mill 
into operation. The mill has made 
provision for housing of its staff who 
came down from:Shanghai Adequate 
quarters have been erected or are in 
process of construction which should 
satisfy all employees. 
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HONGKONG 
PLANTS 


Hongkong Island is supplied with 
electric power from Hongkong Electric 
Co., Ltd. while Kowloon and the New 
Territories obtain current from China 
Light & Power Co., Ltd. Both com- 
panies have been able to rehabilitate 
their plants to a large extent and will 
be back to normal within another half 


ELECTRIC POWER 


year when machinery ordered from 
U.K. will have arrived and installed 
here. 


Hongkong Electric’s generating plant 
before the outbreak of war consisted 
of 2 high steam pressure turbines and 
5 low pressure turbines carrying a total 
peak load of 54,000 kilowatts. The 
Company suffered great losses, dam- 
ages, lootings before they repossessed 
their plant after the surrender of Japan. 
The capacity was much reduced when 
the Company resumed the supply of 
power to consumers on the Island but 
succeeded to raise it to about 138,000 
to 15,000 k.w. during the summer 1946 
when approx. 2% to 3 million units 
per month (kilowatt hours) were sold 
to domestic and industrial ccnsumers. 
The tram service on the Island was 
slowly expanded, street lighting im- 
proved and outlying districts were sup- 
plied with power. 


By the end of 1946 the total capa- 
city was approx. 75% of pre-war, about 
38,000 k.w. with an estimated 7 mil- 
lion vmits being sold per month. Until 
now the peak load is estimated to have 
remained around the same figure 
(38,000 k.w.). A cross-harbour cable 
of China Light & Power Co., capable 
of supplying the Island 15,000 k.w., 
which was laid at the clcse of last 
year, was partly responsible for the 
complete rehabilitation of the power 
position so far as Island consumers are 
concerned. 


The Company, however, is anxious 
to receive the new plant ordered from 
U.K., a 15,000 k.w. Turbo-alternator, 
boiler plant and ancillaries which but 
for late delivery of forgings and other 
machinery was initially expected dur- 
ing autumn. The extension of services 
to outlying parts of the Island depends 
on the arrival of feeder cables which 
should be here very soon. With the 
arrival of the 15,000-k.w. set the Com- 
pany will be back to peace time cpera- 
tion schedudes. 


China Light & Power Co., Ltd. suffer- 
ed far less from the depredations of 
war than did H.K. Electric. However, 
neglect and looting delayed the return 
to pre-war operations considerably. 
The plant in operation at present con- 
sists of three 5,000 k.w. turbines which 
are all rather worn ovt and not in 
the best of condition, and one 12,500 
k.w. turbo-alternator giving a_ total 
capacity of 27,500 k.w. Earlier in the 
year when the 12,500 k.w. set was 
not yet operating the Company, it is 
estimated, sold on the average per 
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month 3 million units to domestic and 
industrial consumers. 


The boiler plant of the Company has 
been restored and services provided for 
the public are now similar to those 
existing in 1941. The Company has 
ordered from U.K. a new 20,000 kw. 
turbo-alternator together with a new 
large high pressure boiler equipped for 
oil burning but delivery cannot be ex- 
pected before several more months. 


Thefts of power have been the 
scourge of the China Light & Power 
Co. Losses went sometimes as high 
as 30% of production (including the 
inevitable leakage which, however. can- 
not be higher than 10%). This matter 
has assumed seriovs proportions but 
recently due to the co-operation of the 
Police thefts have been reduced. 


When the two _ turbo-alternators 
from England will have arrived here 
the total peak load of the two Hong- 
kong electric power companies should 
exceed 100,000 k.w. The present peak 
load of the Shanghai Power Co., sole 
suppliers of electric power to Shang- 
hai’s industries and utilities, the Muni- 
cipal Govt. and households, is estimat- 
ed at around 120,000 kw. with a 
monthly consumption of less than 30 
million k.w. hours. 


HONGKONG LABOUR 


Trade Unions and Guilds 


Statutory framework for the regis- 
tration of Trade Unions in the Colony 
is in the covrse of preparation. In 
our issue of Sept. 17 several articles 
dealing with Chinese labour unions 
here and in China were published. 


Since the re-occupation, as in pre- 
war years, guilds and societies, includ- 
ing labour guilds, have continued to 
register voluntarily with the Secre- 
tariat for Chinese Affairs. By the 
middle of 1946 there were 136 guilds 
registered with memberships ranging 
from a few hundred up to five thou- 
sand. Many of these guilds are joint 
organisations composed of masters and 
men, and, as with medieval guilds in 
Europe, their «object is to provide 
social intercourse together with sick- 
ness, funeral, and other charitable 
benefits for their members. During 
the two decades before the war sev- 
eral of them had begun to develop 
along the lines distinctive of modern 
trade unionism. The Japanese occupa- 
tion, however, brought their further 
development to a complete standstill. 
They are now in the process of re- 
covery. A few of the larger and more 
influential of the Labour Guilds are: 


October 15 


Name No. of Members Established: 
Chinese Engineers Institute .. 4,500 et 
Hong Kong Seamen’s Union 5,000 seca 
Hong Kong Barbers’ Guild .. .. 1,600 pe 
Taikoo Dockyard Workers’ Club .. 2,000 or 
Tung Tak Coolies Guild a 1,700 hE 
Chap Yin Stevedores Guild .. .. 2,000 ae 
H.K. Naval Yard Workmen’s Club 3,000 1 Hs 
Motor Drivers’ Guild a ae en! Ee z wa 2,800 19 
Hong Kong Government Junior mployees 

Association . Fe Se Ae "2 .. 8,000 1946 
Hong Kong Restaurant and Tea ouse 
Workers ‘Guild’ |... 1L 2200000 .../) cme 28,200 1921 
Hong Kong Hawkers Trade Union 1,000 masters 1939 
4,000 men 
Hong Kong Junks General Association 2,000 member 1917 
6,000 men 
Hong Kong Spinning & Knitting Workers 
General Guild a a a eee ey APN ELIE 1939 
females) 
Hong Kong Tramways Employees Association 800 1931 
Hong Kong Foreign Labour Union Hotel & 
Domestic Workers. (50 ce!) ast ee 2,000 1938 


Labour Advisory Board 


During Hongkong’s Military Ad- 
ministration a Labour Advisory Board 
was set up, the membership of which 
consisted of representatives of several 
of the larger European firms and of 
the Services, under the chairmanship 
of the Labour Officer. On the resump- 
tion of Civil Government (April 1, 
1946) the Board was reconstituted on 
a tripartite basis, its members repre- 
senting the interests of European and 
Chinese employers and of Chinese 
labour. The Labour Officer continued 
to preside as ex officio chairman. The 
Board held a number of meetings dur- 
ing the year as a result of which re- 
commendations were made to the Gov- 
ernment on wage rates and on pro- 
jected trade union legislation. 

The title of Labour Officer has re- 


cently been changed to Commissioner 
of Labour. 


Legislation 


Existing 
cludes :— 

(1) The Factories & Workshops Or- 
dinance (Ordinance No. 18 of 
1937) which provides for the 
registration and inspection of 
factories. Regulations ensure 
the efficient guarding of machin- 
ery, and the provision of fire 
and health precautions, and place 
restrictions on the employment 
of women and young persons in 
dangerous trades or during the 
night. The Ordinance was for- 
merly administered by the 
Chairman of the Urban Council 
as Protector of Labour, but by 
an amending Ordinance (Ordin- 
ance No. 24 of 1946), the powers 
previously exercised by this 
officer were transferred to the 
Labour Officer. 
The Employers & Servants Or- 
dinance (Ordinance No. 45 of 
1902) which provides, inter alia, 
for the giving of one month’s 
notice or the payment of a 
month’s wages in lieu thereof 
before dismissal in the case of 


labour _ legislation in- 


(2) 


monthly contracts of service. 


Contracts for over one month 
must be in writing. 

(83) The Trade Boards Ordinance 
(Ordinance No. 15 of 1940) 


which provides the machinery 
for fixing minimum wages, de- 
termining normal working hours 
and fixing overtime rates in 
trades where the wage standards 
are unreasonably low. 


Projected legislation includes :— 


(1) A Trades Unions and Trades 
Disputes Ordinance. A Bill pro- 
viding for the registration of 
Trades Unions was drafted dur- 
ing 1946 and is now under con- 
sideration. This Bill also pro- 
vides the machinery for the 
voluntary submission to arbitra- 
tion of trade disputes where a 
settlement by other means has 
not been obtained. 
A  Workmen’s Compensation 
Ordinance. A Bill was drafted 
in 1939, but had not been pass- 
ed into law before the war. 
This Bill is now being revised. 
(3) A Law Code, to give, effect to 
to International Conventions as 
they are ratified by the United 
Kingdom and applied toa this 
Colony. 


(2) 


RUBBER INDUSTRIES 


The need for modern equipment has 
long been felt by local rubber canvas 
shoes and other goods producing fac- 
tories but delivery of the necessary 
machinery has been delayed. There is 
much hope for the future entertained 
by rubber goods manufacturers here 
provided that English factories can 
arrange for early shipments, Practical- 
ly every local factory requires either 
complete or partial re-equipment if 
competitive production is to be main- 
tained. 


Following is a short list of machinery 
as required by local rubber goods 
manufavciurers: — 
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EXCHANGE & FINANCIAL MARKETS 


Another Debacle of CN$ 


With the progress of monetary in- 
flation, the periodic convulsions which 
shake the economy of China are as- 
suming more violent character. During 
the last few days the commodity mar- 
kets were thrown into confusion, all- 
round price advances were perplexing 
and embittering the masses and the 
feeling of utter insecurity and help- 
lessness was accentuated. 


All over the country prices for es- 
sential foodstuffs and consumer goods, 
services and bribes, went up as if by 
common consent. The outlawed but 
nevertheless very active financial mar- 
kets in Shanghai were indicating the 
trend of the current inflationary up- 
heava!, 


The efforts of Nanking to curb thts 
movement were successful only dur- 
ing the early part of Septembdér when 
the innovation of an open market rate 
stunned, for a few weeks only, specuia- 
tors and investors. The mofivés of tht 
introduction of the so-called open mar- 
ket rate were, however, quickly dis- 
cerned in Shanghai as not at all con- 
ducive to the prosperity of the com 
mercial community and the public at 
large. For a time, a very short time, 
the breaks of the official open market 
rate worked however, and whilst the 
bank note présse€s were, as usual, pour- 
ing out new money by the billions th2 
domestic price level remained station- 
ary and foreign exchange and gold sold 
at rather stable prices. During this 
period of grace Nanking authorities 
cculd make good use of their paper 
money which was so amply done that 
the current reaction, had to set in. 


The official open markef rate was 
raised last week from CN$50,100 for 


Mixing Mills with 2 chill iron rolls, 
reducing gear box, motor etc. sizes 
14 x 36” (Full set); Mixing mills with 
2 chill iron rolls, reducing gear box, 
motor etc. size 16 x 48” (Full set). 

Hydraulic Presses with 4 steam 
plates, pump, ete. sizes 36 x. 86” 

Auto eyelete punch machines (500 
pairs per day). : 

Spreading machines with one steam 
drum, size 60 x 120”. 

Lathes 10 feet size. 

“Singer” shoe binding 
chines No. 108. ; 

Raw rubber cutting machines. _ 

Rubber shoe soles cutting machines. 

Singer Sewing machines No. 44. 

Chise] machines (for engraving de- 
signs for tires, soles etc.) sizes 3. 

Diesel Oil engines 100 H.P. (New 
Model), 150 H.P. ‘ 

Beit manufacturing machines with 
calender, vulcaniser, steel belting. — 

Hyéranlie presses for bicycle tires 
with mold; pump, accumulator, 

Calenders with 3 chill iron rolls. 

Tubing machines. 

Rubber hose manufacturing ma- 
chines. 

Steam Heat Vulcanisers (5 x 12.) 


sewing ma- 


US$ and CN$147,800 for £ fselling) to 


CN$56,000 for T.T. New York and 
CN$t65,000 for T.T. London. (The 
eross rate works out still as_ before 
at US$2.95 per £). However, the 


black market rate advanced daily and 
reached some CN$88,000 by the end of 
last week, and CN$91,000 at the open- 
ing of the current week. The difference 
between the artificial open market and 
the intrinsically true black market 
rate is now some 80%. The position is 
today almost the same as if was prior 
to the open market rate announcement 
of Aug. 18 when the difference be- 
tween the then official rate of Central 
Bank of China and the black market 
rate had reached grotesque proportions. 
The official rate stood (and still stands) 
at CN$12,000 to the US$ against a 
biack market rate then of CN$42,000. 
The general deterioration of conditions 
in China is epitomised by the two 
figures: CN$42,000 per US$ some 8 
weeks ago and CN$91,000 now. 

Gold per ounce sold at the beginning 
of this week in Shanghai at CN$5.2 
milion against an official buying price 
of Central Bank of 2% million (Cen- 
tral Bank purchasés gold at the equival- 
ent of US$40 per oz.). 

The steadily rising cost of living in 
China has caused the quite general 
circulation of personal and bank che. 
ques’ in lieu of legai tender. The 
largest denomination note is CN$10,009 
(just about worth 10 US cents) and 
since living is more expensive today 
in Shanghai than in the U.S. one can 
imagine how many catties of paper 
money one is supposed to carry along 
when making purchases of moderate 
extent. Therefore the use of cheques 
as legal tender substitutes has become 
a necessity. Many bad _ characters 
capitalise on fhis situation which is 
evidenced by the fact that every month 
several hundred billion Chinese dollars 
of cheques turn out to be of the rub- 
ber variety. - 

The lowest prices on the local mar- 
ket for spot and forward notes were 
HK$85% and 76% (per one million) 
respectively, and for remittances to 
Shanghai and Canton resp. HK$671%5 
and 78. The Shanghai remittance was 
discounted in Canton on the average 
by over 15%, 

Hongkong dollar spot and T.T. in 
Shanghai quotes, in terms of US$, €on- 
siderably higher than here; while the 
local open market transacts US notes 
and T.T. New York on the average at 
HK$5.45 and 5.68, the Shanghai rates 
are at least 10% more favourable for 
HK$, About HK$5 to 5.10 bought last 
week US$1 in Shanghai, 


Gold Transactions 


Cash sales totalled last week (5 days 
trading on account of Chinese holiday) 
22,764 taels; maximum price for the 
week was $357% and minimum price 
$3361%4. The gold cross rate averaged 
US$51% per troy ounce. (Shanghai’s 
gold cross rate moved around US$57 
to 58 per oz., on account of the higher 
valuation of HK$ in terms of US$; the 
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equivalent prices in Shanghai for one 
tael of gold was between HK$350/500) . 


Manila gold auctions brought a price 
of US$50 per oz; Chinese buyers are 
shipping such gold usually via Amoy 
and other Fukien coast ports to Shang- 
hai, Hankow and major gold markets 
in China. 


Mexican gold has been again con- 
tracted by local native banks and bul- 
lion brokers who intend to fly it into 
Macao. Such gold should cost, cif 
Macao, not more than US$47 per oz. 
Much Mexican gold is still stored in 
Bangkok and more is expected to ar- 
rive in Siam for eventual re-export 
partly to China and partly to India 
(where Maharajahs, in defiance of the 
Hindustan ban on treasure imports, 
charter airplanes and store up more 
precious metal in their palaces). 


Rumours of an impending start of 
world war III seem aiways to support 
a firm gold price;; it is further argued, 
and with much conviction, that the 
gold price is still down at its pre-war 
level. while most commodities have in- 
creased far over this level; and fur- 
thermore there is bound to be more 
currency inflation accompanied by a 
tendency of general price advances. 


USS Transactions 


T.T. New York transactions were as 
quiet as observed rarely auring any 
previous week. Speculators and in- 
vestors are temporarily out of the pic- 
turg and import demand for American 
gcods is fully satisfied either through 
official exchange fllocations or .by im- 
porters’ self-financing (selling of US 
notes and drafts to local banks who 
then open L/C’s in favour of the Ameri- 
can seller) .’ 


A few Shanghaj flight capitalists 
were buying funds in America, Vege- 
table oil and other China produce ex- 
porters stayed away from the market, 
selling only small amounts as other- 
wise the rate would have dropped. 
Overseas Chinese family remittances, 
mostly in form of drafts on banks in 
the U.S., were arriving here in larger 
than usual amounts and there is every 
prospect for an increase of such re- 
mittances which is both seasonal and 
caused by the complete failure of the 
so called open market rate of Central 
Bank of China jin Shanghai. © 


Notes and drafts were taken off the 
market in fairly large parcels by a 
number of importers and some gold 
buyers also went into this market fo 
cover part of their commitments. 
Scme ‘specialists’ continue to collect 
drafts which they then mail out of 
the Colony; the current difference be- 
tween T.T. and draft rates—about HK$ 
10 in every US$100—makes this pro- 
cedure quite profitable as the time re- 
quired for ‘effecting a payment into 
New York or S. Francisco account is 
now reduced to a few days since the 
resumption of more regular trans- 
Pacific flights. In many instances local 
buyers of T.T. New York had to wait 
one and more weeks until the transfer 
was confirmed, 
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Last week’s-highest and lowest. prices 
were resp.: notes 552—537; drafts 558— 
555! T.T. 572—567. The cross_ rate 
was around US$2.85 against about 2.95 
as reported for business done in New 
York last week, 


Bank Note Markets 


Piastre spot sales amounted last 
week to 12,610,000 at very weak rates 
which were influenced by both politi- 
cal developments in Indochina and 
the rumoured intention of the French 
authorities in Saigon to ban such pias- 
tre notes which were put into cir- 
culation during the period of Japan- 
ese control in Indochina. Baht notes 
ana T.T. Bangkok is on the easy side 
compared to the bullish trend of a 
few weeks ago. Nica guilders find not 
much interest and sellers are  con- 
spicuous in the market, 


TERN ECONOMIC REVIEW 


SELLING RATES OF THE HONG- 
KONG & SHANGHAI BANKING 
CORPORATION 


. London 1/2-27/32. 
. Shanghai nominal, 
. Singapore 52%. 

. India 82-3/8, 

. United States 24-7/8. 
Manila 50-1/16, 

. Canada 24-7/8. 
Bangkok 243. 
France 2970. 
Switzerland 107, 

. Australia 1/6-3/8, 


Buying rates will be quoted on ap- 
plication. 


AAAsAAyHA AA 
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U.S. cross rate in London 402%— 


403%. 


HONGKONG OFFICIAL EXCHANGE RATES 


AGREED MERCHANT 


MAXIMUM SELLING are 
STERLING. 1/2 15/16 delivery within 
2 months with 

a cut of 1/32 

for every fur- 

ther 3 months 


forward. 
—= DOs 
(East & South 
Africa) 
—Do— 
(West Africa & 
West Indies) 
RUPEES (India) 82 % 
—Do— (Rangoon) 82 % 
—Do— (Aden) 82 % 
STRAITS $ 53 
US$ 24 15°16 delivery within 
CANADA 2 months with 
a cut of 1/16 
for every fur- 
ther 3 months 
forward, 
U.S.$ NOTES. 
AUSTRALIA, 1/6 % 
NEW ZEALAND. 1/6 7/16 


RATES 
MINIMUM BUYING 
1/32' -T.T. 
1/16 O/D. 
3/32 30d/s. 
1/8  60-90d/s. 
5/32 120d/s. 


1/8 O/D if under L/Credit. 
3/16 O/D with L/Credit. 
1/32nd up every 30d/s. 


5/16 O/D if under L/Credit. 
3/8 O/D with L/Credit. 
1/32nd up every 30d/s. 


ree 
O/D. 
7 & 30d/s. 


60d/s. 
80d/s, 


% 


All buying rates 
3/16th higher than India. 


84 % O/D if under L/Credit. 

84 % O/D without L/Credit. 

84 30 & 60 d/s. 

53 %& Tbe 6c O/D: 

34% 30 & 60d/s. 

25 eT 

25 5/16 O/D—30d/s. 

25 3/8  60—90d/s. 

£5 % . (Banks to pay Insur- 
ance and Postage). 

1/6 % ve hve 


1/6 15/16 O/D. 
1/6 13/16 TT. 
1/6 7/8 O/D, 
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THE HONGKONG & 
YAUMATI FERRY 
COMPANY LTD. 


At the annual meeting of the Yau- 
mati Ferry Company held on October 
4th the Chairman is reported to have 
said that the accounts showed the 
heaviest loss sustained since the Com- 
pany commenced business in 1924, 
This statement caused a considerable 
surprise to the public who generally 
have been under the impression, from 
observing the visible activities of the 
ferries, that business had been very 
brisk and that the company had pro- 
spered during the year. 


The Company is one of the public 
utility companies of the Colony, that 
is, it is granted on certain terms the 
right to use property and amenities 
of the Colony for the purpose of ren- 
dering service to the community which 
can best be rendered by an indepen- 
dent enterprise than by the Govern. 
ment. The shareholders who have 
contributed the capital are entitled to 
a reasonable return on their invest- 
ment, although it is generally the rule 
that profits beyond a certain limit set 
by the Government should be applied 
to the improvement, and the lowering 
of the cost of services to the public. 


The accounts of such companies are 
a matter of essential public interest. 
It is not only right that the share. 
holders should have adequate divi- 
dends but that the Government should 
as a matter of duty closely scrutinise 
all public utility companies’ accounts 
to ensure that any royalties or taxes 
due should be payable and paid and 
that the services are being efficiently 
and economically conducted with due 
regard to the public weal. 


It is as a matter of public interest 
that we refer to the balance sheet of 
the Hongkong & Yaumati Ferry Co., 
Ltd. for 1946. This shows “by bal- 
ance a‘ loss for the year before pro- 
viding for Government royalties and 
rents” of $406,788.54. This conclusion 
is very difficult to understand. In 
1940 the nett profits as publisned 
were $274,890 and in 1945 after about 
three and a half months working 
$15.329. whilst in 1946 there is shown 
a loss of $406,788. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 
CN$ (per one million) 


Gold per Tael Spot 
Oct. High Low High Low 
6 344; 3363 100 91 
T 3463 338% 90 87, 
8 3485 3425 89 89 
9 354! 3433 88; &8 
11 = 3574 3495 86 85; 


Forward S’hai Canton US$ 
High Low T.T. T.T. Notes Draft 
97 90 81 92 538 555 
87 763 710 83 546 556 
883 80; 704 79 550 557 
88 843 10% 82 550 558 
84 833 684 82 543 555 


(per 100) Pound 

i bg I.C.$ Guilder Baht Note 
568 103 283 243 11.9 
587 115 275 24 11.9 
571 114 273 24 11.9 
568 114 273 233 11.9 
568 11; 28 24. 123 


1947 


In the 1946 balance sheet on the 
asset side is an item of $1,891,372.30 
the amount “written off to maintain 
rehabilitated pre-war vessels on basis 
of 1941 valuations.” As the com- 
pany, we believe, has only about two 
years of the existing franchise to run, 
it may be right that it should write 
off this large amount. But in the 
profit and loss account the loss shown 
on “working after providing for pre- 
war fleet rehabilitation expenses and 
depreciation” is $396,098.54. If the 
Company had _ not written off this 
amount by debiting it to the working 
account there would have been a 
working profit of $1,484,584. instead of 
a loss of $406,788.54. 


é This result may be more apparent 
if shown in the following manner; 


Loss shown by the accounts $406,788. 
Add amount written off to 
working account ‘to 
maintain rehabilitated 
pre-war vessels on 
basis of 1941 valua- 

Uonss penises oe $1,891,372. 

$1,484,584. 

This sum, incidentally, is one and 


three quarter times the total issued 
capital of the company ($840,000.) 


The balance sheet, however, 
contains an important 
note that “no provision 
has been made in the 
accounts for Government 
royalties and rents esti- 
mated at $1,330,000, pend- 
ing the crystallisation of 
counter claims for requisi- 
tioning and hire of vessels 
and for cost of operation of 
the ferry services on Gov- 
ernment account from 
the re-occupation _ etc.” 
Assuming that after al- 
lowing for the  counter- 
claims there is a sum 
of $1,000,000. due to Gov- 
ernment in respect of 
estimated rents and royal- 
ties 


$1,000.000. 


there would still be an 
estimated actual working 
profit of:— 


$484,584, 


It is very difficult to reconcile this 
conclusion with the statement in the 
balance sheet showing a working loss 
of $406,788.54. 


The assets of the Company appear 
to be much more substantial than 
would appear at first glance. In 
spite of the writing off of $1,891,372.30 
which, as has been already mentioned 
may be perfectly justifiable, the fer- 
ries and equipment are given a value 
of $1,468,551. The assets, therefore, 
from _ another point of view might be 
stated thus:— 
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STOCK EXCHANGE QUOTATIONS 


H.K. & S. Bank 


Chartered Bank 
Mercantile Bk. A. & B. 
Bank of East Asia 


Canton Ins. 
Union Ins 


Cee er eet eee erheenees suse 


Chinas Underwriters concn cacen cet s «2 
HK, (BP iresins\a: artcerts siticcisenersis 


H.K. & K. Wharves ...... 
H.K. Docks 
China Providents ... 
S’hai Dockyards 


FESS. Hotels ans scatters otis <o 


H.K. Lands 
S’hai Lands 


Humphreys Exstates"..t MRR «cas. <4 


HK. Realties.s. . ccstesiete cates 


H.K. Tramways 
Star Ferries 
Yaumati Ferries 
C. Lights (Old) 
C. Lights (New) 


Pier Blecities Me. ee et 


Macao Electrics 
Telephones (Old) 


Telephones (New) ee 5 ee: a 


Cements 6 (sO GOINGNSOD c 


PEAK, FRopes ee cairn ane einetehettae elec 


Dairy Farms (6 cie.+ cis os bode ss 6Re 
Watsons miaaieroiais 
Lane, Crawfords 


Ewos 


Fixed assets, 
Ferries & equipment .. $1,468,551, 


Plus amount written 
Of, Serer te ce $1,891,372. 
$3,359,923. 
Current “assets” 7 an.) ca. 684,529. 
$4,044,452. 
Less Current Liabilities $1,845,932. 
Nett Assets:— ....... $2,198,520. 


If this interpretation of the accounts 
is correct we cannot take the same 
gloomy view of the pasition of the 
Company as the Chairman did in his 
address to the shareholders; we may, 
however, be wrong as the balance 
sheet as it was drawn up was signed 
by auditors, approved by the directors 
and submitted to and accepted by the 
Shareholders, 


Nevertheless as a matter of public 
interest the statement of accounts is 
worthy of very careful consideration 
and analysis, 


ee ee ee 


HE & Ss Bank, (LonaReg))) ase. 


Ceemervee ereeeee 
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Oct Oct. Oct. 

7 9 13 

ey. 2100 2150 2150 
£1175 120 1185 

£ 11 11 11 

£ 21! 215 21 

eS 110 110 112 
410 410 407 

aaa 795, 800 810 
280. 295° 295. 

250 245 245 
ce 41 41) 415 
255 24 24 
16: 16! 165 

26 26 27 

82 83 82 

5 5 6 

325 32! 32 

18 18 18 
26: 26 26} 

cae 136 136 138 
26 26 25 
22; 22! 22) 
17! 17: 17! 

57; 56 57 

24! 24) 24 

46 46 46 
39} 393 39! 
— 36} 365 368 
bis ets 21 213 22 
renee 98 96 96 
78 76 16! 

644 66 66 

iting: 124 13 13 


HONGKONG STOCK 
AND SHARE MARKET 


A steadier tone was in evidence 
during the weck, Oct, 6 to Oct. 9, 
shortened by the holiday in celebra- 
tion of the Chinese National Day. 
While several stocks remained dor- 
mant interest widened with a corres- 
ponding increase in volume compared 
to the previous period. 


In all th: issues traded prices tend- 
ed to harden. H.K. Banks again led 
with a further rise of $75 to $2,135, 
while all the main Insurance counters 
showed a firm tone:—Cantons at 
$410, Unions at $800. H.K. Fires at 
$300, and Underwriters at $9. Other 
features were: H.K. Docks which 
found ready takers between 4014 and 
41; Hotels, which firmed to 2614 on 
rising volume; steady demand for 
Waterboats; renewal of interest in 
Electrics; and, continued demand for 
China Lights, Ropes, Dairy Farms and 
Watsons. 


In general the market’s behaviour 
during what may be called transitory 
period, so termed because of the an. 
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COMMERCIAL MARKET REPORTS 


TRADE WITH JAPAN 


Negotiations regarding the organisa- 
tion of Japan’s foreign trade between 
the British Board of Trade and USS. 
Govt. are now in an advanced stage. 
It is expected that, pending the even- 
tual announcement of an Official for- 
eign exchange rate of the yen in terms 
of sterling and U.S. dellar, foreign 
trade will be organised on a clearing 
basis when accounts will have to be 
settled probably every six months. 


At the moment all commercial tran- 
sactions between Japan and _ foreign 
traders are based on the American 
dollar although sterling has been de- 
clared an acceptable currency. The 
delay by S.C.A.P. to re-establish trad- 
ing on a sterling basis between Japan 
and the British Commonwealth and 
Empire as well as all other countries 
using sterling as an international ex- 
change medium, has caused much _ in- 
convenience to Japan and foreign in- 


terests other than U.S, official and 
private business. 
Private trading between Japanese 


and Hongkong businessmen has to be 
conducted through the agency cf the 
Japanese Govt.’s Board of Trade (Boeki 
Cho) and Hongkeng Govt.’s Dept. of 
Supplies. Trade & Industry (S.T. & I.). 
Trade with Japan has to be balanced 
over a period of no more than six 
months and for that purpose S.T. & I. 
controls exports to and imports from 
Japan by allocating to prcspective 
local importers of Japanese com- 
modities certain exchanees quotas in 
U.S.$. Provided that sufficient exports 
from here or other Empire countries, 
who transfer part or all of their 
credits in Japan to Honekone account, 
are shipped to Japan and thus -create 
credit balances for Hongkong traders, 
a commensurate gmount of Japanese 
commodities can be bought in Janan 
and shipped to Hongkong preferablv 
for use of the local economy as well 
as ficr re-export. 


The considerable Malayan rubber 
imports into Japan which were to som? 
extent credited to Honekone nermitted 
Jareer nurchases bv Hicnekong ‘raders 
MIS ELS OE PED 


“nounced reversion to tho nre-wor seale 
rf brokerase to come into effect on 
the 15th. is considered excellent, and 
indicative of an upward trend. 


The steadiness of the market will 
he more readily gauged by Mr. Felix 
M. Ellis’ price index for the’. respec- 
tive trading days of the week. Dav 
bv day his averages were: Oct. 6, 
152.95: Oct. 7. 153.01; Oct, 8,-153.22; 
and, Oct. 9.153.39, showing a net gain 
for the period of .46, as compared 
with the close, of the previous week. 
The index is based on 12 representa- 
tive active shares with the nominal 
value of shares at 100, 


in Japan than otherwise would have 
been possible. However, during recent 
weeks the purchase of rubber and other 
Empire raw materials and_ finished 
goods by Japan has slackened. a con- 
sequence of the low price policy for 
imports into Japan. as carried out by 
S.C.A.P. Thus trading of Hongkong 
with Japan may experience a decrease 
for some time to ccme. 


Hongkong Govt. is trading with 
Japan only as far as the follewing 
commredities are concerned: 


(1) cotton yarn which is purchased 
by S.T. & I. in order to supply 
the local textile mills; payment 
is made in U.S.$ in the U.S. as 
all Japanese spun yarn is pro- 


duced from American raw 
cotton. 
(2) coal which is purchased by 


S.T. & I. on open account (i.e. 
like other commercial imports 
which are currently bought by 
private traders in Japan). 


(3) Kaolin (Hongkong produced), 
coconut oil. (obtained from 
Malaya) and shellac which are 
sold on_a govt.-to-govt. basis but 
this business may soon revert 
to private trading. 


Previously S.T. & I. was carrying 
on trade with the Japanese Gevt. for 
a variety of foodstuffs, raw materials 
and consumer goods but this trade has 
come to an end after Aug. 15 (re- 


introduction of private trading with 
Japan). 


Local merchants interested in buying 
commodities in Japan are not satisfied 
with the exchane quotas allowed them 
by S.T. & I. The demand for Japan- 
ese goods is very large and on the 
increase. Hongkong traders have been 
selling Japanese products to Eurcpean 
countries and several Far Eastern 
markets. making good profits on such 
te-exports. In fact, Honekone has 
been most fortunate to obtain Javan- 
ese goods on the open accovnt basis 
which is generally appreciated by the 
commercial community. 


‘Since exvorts to Japan have to 
halance imnorts from Japan. and 
S.T. & I. ‘s anxious to keen alwavs 


2 small balance m favour of Hone- 
kong. the rather ambitious plans of 
manv ,l-eal trading: firms cannot vet 
be realised. Japan has alwavs- been 
» ereat exportine country and Hone- 
kong’s role in the past was to act. 
ir a similar way as with resnect to 
other Far Eastern conntries, like a 
funneli—buvine from. Japan and_ re- 
exportine to other countries. The 
vost-war opn-rtunitles which are offer- 
ed to Honskong in cornection with 
expansion of its entrepot business have 
received a vreat stimulus when first 
official and later private trading with 
Japan was resumed, 


The present modus of private trad- 
ing with Japan has added a new duty 
to S.T. & I. viz. banking. S.T. & I. 
buys export bills and sells credits in 
Japan at rates which are equal to the 
Hcngkong Exchange [Banks Association 
agreed merchant rates. The Japan 
section of S.T. & I. is in charge of 
these financial transactions. 


INFORMATION FOR BUSINESS- 


MEN VISITING JAPAN 


The usual travel rendezvous 1S 
Hongkong and travel is arranged by 
R.A.F, Transport Command Aireraft 
or by sea to Japan. Business-men 
report in Hongkong to the Depart- 
ment of Supplies, Trade & Industry 
for assistance in onward transport to 
Japan. On arrival in Tokyo they 
report to the United Kingdom Liaison 
Mission. 


The cost of air passage from Hong- 
kong to Japan is: single £41 and 
return approximately £74, 


Upon expiration of their entry visas 
the Hongkcng Government Agent at-~ 
tached to U.K.L.M. will make neces- 
sary arrangements for their return 
journey to Hongkong. 


Business-men have to pay for all 
rail travel in Japan inclvding their 
initial journey to Tokyo. The cost of 
rail travel is reasonable according ta 
American standards. Food and other 
minimum essentials including bedding 
is procurable on trains. 


It is not possible to permit business- 
men to bring private automobiles into 
Japan. Business-men can travel at 
any time using Japanese transport by 
purchasing tickets-with Yen at Japan~ 
ese railway stations. A taxi service 
has been -established. Charges for 
these taxis will be on a U.S. dollar 
basis of U.S.$2 per hour. Business- 
men are permitted free use of occuna- 
tion forces’ buses operating in the 
vrban areas. Trams and subways 
may be used on a Yen basis. 


Free baggage allowance of 66 lbs. 
is allowed by R.A.F. Transport Com- 
mand. Business-men shculd take suffi- 
cient soap. tooth paste, cigarettes, etc., 
to meet their personal requirements 
durine theiy stay in Javan. Arrange- 
ments mav be made later for such 
vurehases from the American Services 
in Japan on a verv limited scale. 
Essentials for moderate convential 
style comfort is vrocurable in Japan 
in limited auantities. ‘Deficiencies in 
clothing cannot be made up in Japan. 


Arrangements for forwardine excess 
baggage by sea transport may be 
made with shivping ecmpanies con- 
cerned provided permission. tm the 
Pe ipstance, is obtamed from S.T 
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Business-men are billeted in Tokyo, 
Osaka, Nagoya and Kyoto. 


F The Hongkong Government Agent 
in Tokyo is kept advised of the ar- 
rival of all business-men and _ he 
makes arrangements for accommoda- 
tion, ete. 


Length of stay is 
to possible extension 
days’ notice will be 


21 days subject 
for which ten 
required. 


A conservative estimate of the cost 
of living for foreigners in Japan is 
U.S.$15 per day or £26 per week. 


All exports to and imports from 
Japan are subject to their obtaining, 
in the first instance, the usual export 
and import licences from the Hong- 
kong Government. 


_ Hongkong applications for permis- 
sion to enter Japan are being tele- 
graphed to Japan by London as they 
are received with the request that ac- 
ceptance be telegraphed dirett to Hong- 
kong. Business-men are _ informed 
directly after clearances are received. 
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TRADE WITH KOREA 


The recently established South 
Koréan Interim Government (Skig), 
controlled by the U.S. Army Military 
Government (Usamgik), has organised 
the foreign trade of South Korea in 
the following way: The Department of 
Commerce at the capital of SG, Korea 
(Seoul) is in charge of general im- 
ports and exports approval or pro- 
hibition -but for the purpose of control 
over certain produce of the country 
as well as imported articles of parti- 
cular description a number of sections 
or bureaus have been granted by Skig 
the authority to exercise control of 
purchases and distribution. 


The Textile Section of the Dept. of 
Commerce controls the purchase and 
the distribution of raw cotton, cotton 
yarn and piece goods and all cotton 
textiles. Salt, ginseng and some other 
foreign or domestic produce are under 
the control of the Monopoly Bureau. 
Medicines and pharmaceuticals are 
controlled by the Bureau of Phar- 
maceutical Affairs, 


HONGKONG IMPORT AND EXPORT LICENCES 


The system of issuing import and export licences in Hong Kong has 

been designed with a threefold purpose:— 

(a) To limit restrictions on trade to a minimum. 

(b) To ensure that the merchant may acquire such licences as are 
required as quickly as possible with the minimum of effort and 
the least number of visits to government offices. 

(c) To limit the amount of clerical work involved in the depart- 


ment, 
IMPORT LICENCES 


In cases where special import licences are required, applications 
should be submitted in triplicate to the Imports and Exports Depart- 


ment, General Office, 2nd floor, Fire Brigade Building. 


* A receipt 


will be given for each application which should be presented when the 
licence is collected. Two copies of the licence will be returned to the 


applicant. 


One copy must be surrendered to the shipping company 
when delivery of the goods is taken. 


Shipping companies are not 


permitted to give delivery orders until such special licences have been 


produced. 


The second copy must be returned to the Imports and Exports 
Department attached to the import declaration, which all importers 
must make on form “I” in respect of any consignment which is 


imported into the Colony. 


Where only a portion of the goods covered By an import licence 
is shipped, nevertheless the licence should be surrendered as stated 


above and a new licence applied fer in respect of the balance. 


This 


will be granted as a matter of form. 

Import licences for which official exchange is required should 
be accompanied by form A.E.I. and submitted in the first instance 
to the Exchange Controller, Colonial Secretariat, and collected on 
completion at the Import and Export Department. 


CONTROLLED EXPORTS 


Export licences covering controlled exports should be submitted 


in triplicate on form 24 (green) to the Imports and Exports Depart- 
ment. One copy only will be returned which should be shown to the 
shipper, (prior to the issuance of a shipping order), and it must 
then be deposited with the bank through which payment is to be 
received. It is not necessary to file an export declaration with the 
Imports and Exports Department in respect of any commodity shipped 
under a controlled export licence. The licence itself serves as such 
a declaration. 
PROHIBITED EXPORTS 

Licences for exports of commodities on the prohibited export list 
should be submitted on torm 2 to the Department of Supplies, Trade 
and Industry. One copy will be returned to the applicant and should 
accompany the goods to the ship. In this case it is not necessary for 
the exporter to file an export deciaration in respect of the goods so 
shipped, since the licence serves as such a declaration 


Below will be found two lists of Ap- 
proved Exports and Imports for whicli 
export and import licences are readily 
issued by the Dept, of Commerce. The 
two lists, A and B, were issued by 
Skig on Sept, 1, and they stress 
field of desirable exports and the im- 
portance of essential articles for i 
portation into S. Korea. All goods 
on the approved two lists are to be 
considered prohibited for export or im- 
port unless specific approval has been 
obtained by the Dept, of Commerce. 


Next to the U.S., trade with Hong- 
kong has been most important for S. 
Korea and the prospects for further 
expansion of this Colony’s trading with 
Korea are very encouraging. Indeed, 
the importance of Hongkong as_ the 
principal Far Eastern entrepot and one 
of the leading commercial centres of 
Asia and in the Pacific has been en- 
hanced by these mutual trade develop- 
ments which now appear to assume 
considerable proportions. The prime 
obstacle for immediate expansion of 
business is the non-existence of a fix- 
ed foreign exchange rate in Seoul 
which compels traders to continue with 
barter business, 


For a long time to come the re. 
unification of Korea cannot be visualis- 
ed and the tension between the U.S. 
and USSR may even lead to more 
radical consequinces as regards the 
economy of Korea, However that may 
turn out in future, only S. Kerea can 
be considered as a trading partner for 
Hongkong. 


The introduction of a foreign ex- 
change rate in Korea will prove of 
necessity if the American and Korean 
authorities really desire some mea- 
sure of prosperity for the Korean peo- 
ple. Meanwhile it is essential that 
SKIG opens barter exchange accounts 
with foreign banks of such countries 
which are willing to do business with 
S. Korea. At present only a few Ameri- 
can banks have opened such accounts 
with the Korean Foreign Exchange 
Bank and consequently trade between 
S. Korea and the U.S, can now be 
carried out without taking recourse to 
the crudest form of barter. That is to 
say that now Korean exporters will ob- 
tain foreign exchange in the U.S, for 
their produce sold and may dispose of 
their US$ credits by either importing 
from the U.S. goods into their coun- 
try or by selling their credits to Korean 
importers. 


As regards Hongkong, SKIG has not 
yet authorised the Korean Foreign Ex- 
change Bank to open accounts with 
local British banks although this de- 
velopment is expected soon. Sterling 
has been declared by USAMGIK as 
well as by SCAP, Tokyo, an acceptable 
currency and all purchases of Korean 
produce can be made in sterling. How- 
ever, the technical procedure, i.e. the 
opening of official Korean exchange 
accounts with loca] British banks, has 
not yet been concluded, 
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When accounts wil] have been open- 
ed the following modus of trade, with 
the permission of Hongkong Govt. 
(Financial Secretary), may be adopted: 
local buyers of Korea produce _ will 
make payment to the authorised local 
correspondent (a British bank) of the 
Korean Foreign Exchange Bank in 
H.K.$; and local sellers of goods to 
Korea will be satisfied from Korean 
export proceeds. Pending the authori- 
sation of this form of financial trans- 
action only direct or delayed barter 
trade can be carried on. It is mani- 
festly in the interests of both the 
Korean people’s economy and the pro- 
motion of this Colony’s entrepot busi- 
ness that no further delay is experi- 
enced regarding the nomination of 
Hongkong correspondents for the 
Kerean Foreign Exchange Bank, 


USAMGIK’s S. Korean Commercial 
Liaison Mission in Hongkong, headed 
by Mr, D. M. Cowin, is endeavouring 
to intensify mutual] trade. Private busi- 
nessmen are now allowed to. enter 
S. Korea and some large firms here 
are preparing for their representatives’ 
departure for Seoul. British shipping 
and trading houses may then soon start 
operations from American-controlled 
Korea but banks, pending the re-estab- 
lishment of a_ foreign exchange rate, 
are not yet permitted to open branches 
in Korea. American companies have 
previously sent their representatives 
into Korea and are certainly bene- 
fitting from the presence of the Ameri- 
can Army in Korea, 


The S, Korean ports of Inchon, Kun- 
san, Mékpo and Pusan are open to 
foreign shipping which at present is 
still on the basis of chartered ships 
importing and exporting goods into and 
from Korea as opportunity offers. Re- 
gular steamship iines for some time to 
come will not resume services. Mean- 


while some large American, British, 
Panamanian, Norwegian and _ other 
ships are occasionally calling on 


Korean ports, 


Business with China cannot yet be 
resumed by Koreans as Nanking re. 
fuses to legalise commercial relations. 
Some Nanking-Seoul official trading 
has been attempted and smuggling is 
flourishing between Korean merchants 
and North Chinese traders; however, 
China’s and Korea’s economies are not 
at all complementary and_ therefore 
little expansion can be expected even 
after formal trade relations have been 
granted by the Nanking Govt, 


The Korean yen shows distinct signs 
of an inflationary trend. Its domestic 
purchasing value is slowly decreasing 
and only a currency  stablisation loan 
from the U.S. may halt the current 
development. The black financial] mar- 
kets in S. Korea have no bearing on 
the doméstic purchasing power of the 
yen; recently some 300 yen bought 
US$1. There is little interest in this 
sort of business as the U.S. authori- 
ties have outlawed dealings jn US$ 
and the possession of US notes, as a 
hedge against the inflation of yen, finds 
ee appeal among the common peo- 
ple, 


HONGKONG GOVERNMENT 
SPONSORED TRADE 


Official imports and exports or 
“sponsored trade”, a responsibility of 
Dept. Supplies, Trade & Industry 
(S.T. & I.), was much reduced from 
its large volume in 1946 during the 
current year. At the moment S.T. & 
I. spongored imports include only:— 
Cotton yarn from China & Japan, and 
coal from Jiapan; tinplate (under the 
International Tin Allocation, for the 
purpose of aiding the local food can- 
ning industry); brown sugar, rice, 
flour (in order to maintain rationing 
of these essential food items for the 
local population); white sugar (in 
order to provide the local ginger in- 
dustry); meat and butter (from Aus- 
tralia); firewood. 


Sponsored exports have heen re- 
duced to kaolin, coconut oii and 
shellac, all for Japan. 


Cotton yarn imports are of vital 
importance to the principal light 
industry of Hongkong: knitting and 
weaving. Current average imports 
or yarn from Japan (paid for in US$ 
in New York) are about 2,000 bales 
per month; at least that is the basis 
on which purchases by S.T. & I. in 
Japan are being negotiated. Cotton 
yarn from China, supplied by the 
Chinese Govt-owned Chinese Textile 


Industries Inc., is arriving here ofi 
the basis of 2,000 bales per month: 
however, Chinese yarn purchases, 
which are paid for in HK$ in Shang- 
hai, may not be continued for a 
longer period. 


S.T. & I. is distributing Chinese and 
Japanese yarn at uniform prices, the 
20’s yarn ‘selling at $1,400 per bale. 
The conspicuous and recurrent drops 
in the foreign exchange value of CN$ 
has led to much smuggling of Chi- 
nese yarn into the Colony and such 
yarn has been underselling the S.T. & 
I. imported yarn. There is, according- 
ly, no longer the danger that Govt 
imported yarn is being not fully used 
by local mills but is smuggled out of 
the Colony (yarn is export prohibit- 
ed). There is of course export smug- 
gling of cotton yarn but it is mostly 
Chinese yarn which first had_to be 
successfully smuggled into the Colony. 


PROHIBITED EXPORTS 


Coconut Oil has been deleted from 
the list of prohibited exports (Pro- 
hibited Exports Order, 1946) as from 
Oct... 7. 


Following are the two Approved 
Imports and Exports lists, A and B:— 
LIST A 


Approved export items consist of the 
items whose export from Korea is 
desirable: 


]. Marine Products, 


1. Agar-agar 
2. Laver 
3. Dried fish 


4. Fish livers 
II. Fruits and Nuts 
1. Apples—Limited Amounts 
2. Pears 
8. Chestnuts and Pinenuts 
Ores and Minerals 
Molybdenum 
Manganese 
Cobalt 
Kaolin 
Tale 
Graphite 
Zine Ore 
Beryllium 
Fluorite 
Silica Sand 
11. Pyrophyllite 
12. Monozite 
13. Asbestos 
IV. Handicrafts 
1. Lacquer ware 
2. Grassware 
3. Embroideries 
4. Art Work 
5. Potteries 
factures 
V. Silk (Raw and Manufactured) 
VI. Furs 
Buttons and Blanks 
Ginseng 


III. 


_ 
GSO CO S.C Oh 0 R Se 


and Clay Manu- 


LIST B 


Approved import items consist of the 
items whose import into Korea is 
desirable: (Importation of luxury 
goods wil] not be permitted) 


Rice, grains, flours 

Rubber (Raw—Smoked Sheets) 
Cotton (Raw, thread, yarn) 
Fertilizers 

Petroleum and Petroleum Pro- 
ducts 

Raw hides 

Raw materials for matches 
Raw materials for light bulbs 
Vegetable oils 

Wood, timber and bamboo 
Raw manila hemp 

Sulphite pulp 

Newsprint 

Paper 

Coal, cokes, etc. 

16. Tin and aluminum 

17. Sheet metal] 

18. Raw wool 

19. Salt : 

20. Carbon black 

21. Industrial chemicals 

22. Cotton piece goods 

23. Wool piece goods 

24. Seeds—for agricultural uses 


et ht 
TREN SGOINA ge wNe 


25. Dyes 
25. Window glass 
27. Cement 


28. Needles—machine and hand 

29. Electrical materials and fixtures 
30. Trucks—one ton and over 

31. Medicines 
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VEGETABLE OIL MARKETS 


China’s export embargo on most 
edible vegetable oils has its ups and 
downs; once it is on and once it is 
off. During recent months rapeseed 
oil has flowed into Hongkong in quan- 
tities outstripping tung oil but now 
both the output of growers and crush- 
ing mills has declined. and Chinese 
preventive work in September has been 
more successful. While demand es- 
pecially in Europe for Chinese rape- 
seed oil continues, locally available 
supplies dwindled. and total exports of 
this oil for September may not be 
larger than 500 tons (compared to 
2,000 to 3,000 tons during earlier 
months), 


Teaseed oil has not found much in- 
terest probably on account of prevail- 
ing higher prices than rapeseed oil 
and much adulteration practised by 
Chinese mills and dealers. 


Olive oil business is still in the ex- 
perimental and preparatory stage but 
it should develop well. A local olive 
crushing mill hag recently been opened 
here (see also under Industrial Notes 
and Reports, elsewhere in this issue). 


Cassia and aniseed oil shipments are 
neglected. There is so little arriving 
here, Chinese growers often prefer to 
use their nut growing trees for fire- 
wood business, that many exporters 
have lost interest in this line. During 
1946 cassia oil exports were bringing 
considerable U.S.$ funds and many 
local Chinese importers of American 
goods used to “barter” cassia oil against 
American cosmetics and other luxury 
articles, 


Tung (China wood) oil business re- 
mains as strong as ever and all ap- 
prehensions expressed by interested 
commercial parties here about possible 
deviation of tung oil from S. China 
to Shanghai on account of the so- 
called open exchange rate of the Cen- 
tral Bank of China have gone with 
the wind. The export control over 
tung oil (ie. the requirement to sur- 
render 25% of export bills to Exchange 
Control) has not at all deterred export 
business; this naturally was brought 
about by the unrealistic practice of the 
Central Bank of China in fixing an 
open exchange rate which trails very 
far behind the actual or black market 
rate. 


The question of a fair price for 
tung oil exercises all growers. millers, 
dealers, exporters and foreign import- 
ers and manufacturers. Since many 
months the New York price, which 
makes or breaks the tung oil exporter, 
has been between 22 to 26 U.S. cents 
but last week heralded a come-back of 
better prices. 


\Before the war, in 1940, a pound of 
tung oil fetched some 25 to 26 cents 
in New York but during the latter 
part of 1941 prices rose and in Dec. 
1941, 35% cents were paid. From 


1942 to Sept. 1946 price control in the 
U.S. fixed tung oil at 38% cents. 
After decontrolling the quotation on 
the then free market dropped and 
dumping of tung gil by Chinese Govt. 
organisations and private traders 
brought about a virtual] collapse. 


The Central Trust of China (owned 
by the Nanking Govt.), towards the 
end of 1946 started to buy tung oil 
in as big as possibly available quan- 
tities, paid Chinese paper money for 
this valuable export produce, sold in 
the U.S.-against U.S.$ or stored up 
tung oil for eventual sale. Simultane- 
ly, private traders did the same but 
on a much smaller scale. The neces- 
sity to acquire U.S.$ for financing of 
American imports caused excessive 
sales of tung oil in New York which 
was rightly termed dumping by the 
American tung oil interests as this 
Chinese, official and private, policy de- 
pressed the open market and manufac- 
turers were unwilling to offer more 
than 22 to 23 cents for the larger 
part of 1947. 


American tung nut growers and 
millers were suffering losses and final- 
ly succeeded, through political pres- 
sure, to get the Administration in 
Washington to announce a tung oil 
“support price” of 25 cents per lb. 
However, this support price is con- 
sidered still sa low that the rather 
militant tung industry of the U.S. re- 
mains on the war path pending a new 
support price announcement which, 
they claim, must be somewhere between 
30 to 34 cents. 


Chines, tung oil exports should 
benefit from the American tung oil 
growers campaign and the current 


technical market position is a further 
welcome and encouraging factor. 


It appears that U.S. consumption of 
tung oil is now around 7,000 tons per 
month but total stocks (incl. dealers, 
hoarders and manufacturers) are only 
20,000 tons. Production in China has 
been disappointing and less oil will be 
available for export than was predict- 
ed earlier in the year. Traders here 
(who are naturally biased in favour 
of their line of business) believe to 
see a price of 28 to 30 cents by the 
end this year. 


Last week’s business done moved 
around 24% U.S. cents, c. & f. New 
York, and deals were reported to have 
been consummated in America at some- 
what less than 26 cents ex tank car. 
The local export price of tung oil, ex 
seller’s godown, was around H.K.$155 
per picul and similar prices were paid 
jn Shanghai where an increasing de- 
mand does not find sufficient supply. 


European demand, on the other hand, 
is very slack and prices offered are 
less than current New York transac- 
tions suggest. The Board of Trade, 
London, decontrolled tung oil as from 


October 1. Importers in the U.K. are 
however required to take off the Board 
of Trade accumulated stocks of tung 


‘oil the same quantity as they are now 


allowed to import freely. The Board 
of Trade official price is some £70 
higher than the open market price 
(£250 .per ton have to be paid by im- 
porters as the Board of Trade has 
arrived at this average price, taking 
into calculation the total purchases 
negotiated during 1946 and 1947) which 
makes import business of tung oil al- 
most impossible as far as Britain is 
eoncerned. However, official British 
stocks will probably be exhausted by 
the end of this year and then imports 
may be put through, provided prices 
do not move wp very much, at around 
£190 per ton (delivered at consum- 
er’s works in the U.K.). 


PRODUCE QUOTATIONS IN NEW 


YORK 
On October 11, in U.S.$, per pound. 


Antimony, American, 99% 
percent grade in bulk of 


carload lots, F.O.B. 
Texas Fe a cerry OES 
Tin, F.0O.B. New York .. 0.80 
Tungsten, F.0.B. New 
York (98.8%) » . 3.05 
Wolframite, F.0.B. New 
York Wate om ce Shay 
Aniseed Oil, F.O.B. New 
York aoa caste teeem O70/85 
Cassia Oil, F.O.B. New 
York a aw) Sep Se eelO/oreD 
Tung Oil, in tank cars, 
F.0.B. New York 0.25 
Sandalwood, in drums, de- 
pending on sellers quan- 
tity & quality Pe, oars} 
Agar-Agar .. 8.95/4.65 
Beryllium 14,00/16.00 
Molybdenum 0.45 
Bristles, F.0.B. New York, 
as fiollows:— 
Hankow, Regular As- 
sortments Eph, comer. ero. 00 
Chungking, Regular As- 
sortments .. .. .. 2.00 
Shanghai, Regular As- 
sortments eee eto 
Tientsin, short 55’s .. 4.20 
” regular 55’s .. 6.70 


Local Produce Prices 


Average prices last week in HK$, 
per picul., 


WioodsOily, feacasatetruscsrmenisr 145 
Sesame Oil. o.acs.ce Pate eeemmeees 270 
Peanut? Oll% . Foote ee ee 186 
Rapeseed Oi] ..... seers eeees 161 
Coconut) Oilers 5 .\.c2teee Bees alealte 119 
TeaseedPOil. Fat. an.y stlesine seat 168 
Wolfram Ore 65% ...........:5. 410 
Antimony © “Halecctele.. onnuptele tbs staierelere 170 
YB enter fot oo: 100.0 ge 540 
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DUTIABLE COMMODITIES 


According to the Dutiable Commodi- 
ties Ordinance (No, 36 of 1931) the 
following commodities are subject to 
the payment of duties: Liquor; Table 
Water; Manufactured and Unmanu- 
factured Tobacco; Proprietary Medi- 
cines and Toilet Preparations; Hydro- 
carbon Oils (mostly used for heavy 
and light motor fuel such as gasoline, 
diese! oi] etc.). 


(.) DUTIES ON LIQUOR 


As from Nov. 28, 1946 the revised 
duty on liquors is to be paid at the 
following rates per gallon: 


Part I 


H.K. Empire Other 
Origin Origin Origin 
$ $ $ 


Liquors, Champagne 
and other spark- , 
ling wines ....... 

Brandy 

Gin, Whisky 
other spirituous 
liquors 

Port, sherry 
madeira 

Other still wines .. 

Cider and perry ... 

Concentrated beer in 
whatever form, 
whether ale basis, 
or malt and hops 
conoentrate, or 
otherwise ...... 
and in addition, 
for every degree 
by which the ori- 
ginal gravity . ex- 
ceeds 1045 de- 
BIOCS yn. ontes care 

Other beer, except 
cider and perry, 
not exceeding 
1055 degrees ori- 
ginal gravity ; 
and in addition, 
for every degree 
by which the ori- 
ginal gravity ex- 
ceeds 1055 de- 
SlCCSe ee es 

Intoxicating liquors 
in this Part above 
the strength of 
22 degrees under 
proof, for every 
degree above such 
strength, in addi- 
tion to the 
duties specified 
abOVe wigs hee 


44.00 
40.00 


36.00 
32.00 


40.00 


25.00 
20.00 
2.50 


32.00 
and 
mcg tats 20,00 
16.00 

2.00 


B15: 50 ee 190 


0.03 0.04 0.05 


1.00 1.50 1.90 


0.03 0.04 0.05 


0.40 
Part II 


Chinese type liquor 
and in addition, 
for every one 
per cent, by which 
the alcoholic 
strength by weight 
exceeds 25 per 
CONG, Seinen ts 


4.00 


0.16 
4.00 


0.16 
4.00 


0.20 
Sw Ea Boyer Paci 5.00 


and in addition, 
for every one per 


cent by which the 
alcoholic strength 
by weight ex- 
ceeds 25 per cent 0.20 


0.16 0.16 


Part III 


Liquors other than 
intoxicating lie 
quors, but exclud- 
ing spirits: of wine 
or arrack . 
and in addition, 
for every one per 
cent by which 
the alcoholic 
strength by 
weight exceeds 25 
per cent 

Spirits of wine or 
arreck and in ad- 
dition, for every 
cone per cent by 
which the al. 
coholie strength 
by weight ex- 
ceeds 25 per cent 


4.00 4.00 5.00 


0.16 0.16 0.20 


0.16 0.16 0.20 
The Superintendent of Imports and 
Exports Depart. may assess the duty 
on intoxicating liquors, not specified in 
Part I or II, at the rate prescribed for 
liquor which in his opinion most nearly 
approximate to the liquor on which 
duty is to be assessed, and he may also 
in his discretion assess the duty on 
any quantity of liquor of less than two 
gallons, imported at any time in one 
consignment at $30 per gallon, 


(II.) DUTIES ON TABLE WATER 
On January 16, 
introduced. 


“Table waters” include aerated 
waters and any beverages sold or 
kept for sale in bottles, other than 
syrups or other liquids intended to be 
consumed only in diluted form. 


1941 this duty was 


Duty is payable on table waters at 
$0.24 per gallon. Twelve reputed 
pints or six reputed quarts are deem- 
ed to be on gallon. 


(II.) DUTIES ON TOBACCO 


The revised duties on tobacco were 
introduced as*from Nov. 28.- 1945. 


‘Duty is payable at the following rates 


per pound :— 


(A.)—on Unmanufactured Tobacco— 


(1) unstripped tobacco con- 
taining— 


(a) 10 per cent or more 
of moisture by weight: 

(i) tobacco of Em- 
pire origin 

(ii) other tobacco 


(b) less than 10 per cent 
of moisture by weight: 
(i) tobacco of Em- 
pire origin fees: 

(ii) other tobacco 


October 15 


(2) stripped tobacco containing— 


(a) 10 per cent or more 
of moisture by weight: 
(i) tobacco of Em- 


pire, origin. Mask. 2.10 

Gi) other: tobacco ..... 2.40 
(b) less than 10 per cent 
of moisture by weight: 
(i) tobacco of Em- 

pire origin. <...c5.. 2.25 

(ii) other tobacco ..... 2.55 


(B.)—on Manufactured Tobacco— 
(1) Cigars— 


(i) of Empire origin 


and manufacture 4.56 
Gi) of Empire manu- 
facture only ........ 5.25 
(iii) other cigars 7.06 
(2) Cigarettes— 
(i) of Empire origin 
and manufacture 3.30 
(ii) of Empire manu- 
facture only. ........ 3.90 
(iii) other cigarettes .. 4.80 
(3) Other manufactured to- 
bacco including snuff and 
cigar cuttings— 
(i) of Empire origin 
and manufacture 3.30 
(ii) of Empire manu- 
facture only ........ 3.90 
(iii) Chinese prepared 5 
tobacco ......... 3.00 
Other varieties ......... 4.80 


DUTIES ON PROPRIETARY 
TOILET PREPARA- 


(IV.) 
MEDICINES & 
TIONS 


“Proprietary Medicines” mean any 
medicine or prophylactic held 
out by advertisement, label or other- .- 
wise in writing as efficacious for the 
prevention, cure. or relief of any 
malady, ailment, infirmity or dis- 
order affecting human beings and 


(a) which is sold under a trade 
name or trade mark to the use of 
which any person has or claims or 


purports to have an exclusive right; 


or 


(b) or which any person has or 
claims or purports to have the ex- ° 
clusive right of manufacture or for 
the making of which any person has 


or claims or purports to have any 
secret. 

“Toilet Preparations” means any 
substance commonly used for the 
toilet and includes:— 

Toilet soap, shaving soap and 
cream, tooth paste or powder and 


liquid preparations for dental pur- 
poses or mouth washes, perfumed 
spirits, toilet paste or power, toilet 
cream, hair dye, scented sachets, 
lipstick, rouge and grease paint, pre- 
parations, whether medicinal or not, 
for use on the hair, face or body, 
bath salts and essences, smelling 
salts, prepared Fuller’s earth. 
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Duty is payable on Proprietary Medicines and Toilet Preparations at 


the following rates:— 


On any quantity for retail at a price (excluding the duty). 


Not exceeding 10 cents 


Over a) cents and not exceeding 
=). 60) >) Ak tee ade $1.00 
» $1.00 - 6 $1.50 
EPL OU 


. $2.00 
and in addition for every dollar or fraction of a dollar by 


which the retail price exceeds $2.00 


In the case of Proprietary Medi- 
cines and Toilet Preparations packed 
in two or more containers enclosed 
in a larger container, duty is assessed 
on each cake or container which can 
be sold separately and at the retail 
price for that cake or container. 


“Proprietary Medicines’ and “Toi- 
let Preparations” must not include 
any substances made and sold under 
a name or synonym specified in the 
British Pharmacopoeia or the British 
Pharmaceutical Codex. 


As from January 16, 


(V.) 
OIL 


DUTIES ON HYDROCARBON 
S 


1941, the fol- 


lowing duties are payable on hydrocar 


bon oils at the following rates per 
gallon— 
(LY%on Tights” oils" ee 80 cents 
(2) on heavy oil to be used 
as fuel for any heavy 
oil road vehicle ...... 40 cents 
(3) on other hydrocarbon 
OUST) Sete te ee tanta 10 cents 
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LICENCE AND 
PERMIT FEES 


Following are the fees which are 
payable in respect of LICENCES and 
PERMITS as issued by the Hongkong 
Govt. Dept. of Imports & Exports:— 


(1.) Tobacco Licences 


Import licences . $100 
Dealers Py a ee 5 
Retailers A : 10 to 30 
(according to the location of the 
retailers’ premises). 
Hawkers are not issued tobacco 
licences. 
(2.) Liquor Licences 
Distillery :— 
single still . $ 25 
two stills .. 200 
over 2 stills 400 
Importers @EE So) ees 100 
Dealers :— 
European liquor . 1,000 
Chinese =a j 400 to 650 
(according to the location of deal- 
ers’ premises). 
Other than Ui iad 
liquors 2 
Retailers :— 
Chinese liquor ee LO 
other than Chinese 
liquor 10 to 30 


(according to location of premises), 


(3). Toilet Preparations and Pro- 
prietary Medicines Licences 


Manufacturer . $100 
Importers .. 100 
(except if held in conjunction with 
an importers’ licence for any other 
goods for which fees are payable; 
then $5). 


Dealers 5 

Retailers 10 to 30 
(according to the location of the 
retailers’ premises). 


Hawkers are not being issued 
licences. 
(4.) Hydrocarbon Oils Licences 
Warehouses . $250 
Importers 2 eee 00 
Dealers ee srs 5 
Retailers Ser eae ates 5 
(5.) Ships Licences ... $ 10 
(6.) Harbour Vessels 

Licences’ i..4 eect 0S BL 
(7.) Certificates of 


Origin® 120 ek eral 
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AVIATION REPORTS 


HONGKONG AIRPORT 


During the first nine months of 1947 
a total of 1,783 civil aircraft landed at 
the Colony’s airport (Kaitak) which 
figure corresponds to a monthly aver- 
age for this year of about 200 planes. 
September arrivals of civil aircraft 
aggregated 257, which figure constitutes 
the record for the year. 


Passengers carried for the period 
January to September 1947 totalled 
50,707; arrivals were 27,036 persons, 
and departures 23,671 persons. The 
monthly average of passengers handled 
at the local airport comes now to 5,523. 


In September 4.482 passengers ar- 
rived here and 4,278 passengers left 
by air, aggregating 8,760 persons. 


Commercial imports and exports by 
civil aircraft during the first _nine 
months of 1947 totalled 465 metric tons 
(about 51 to 52 tons per average 
month); imports aggregated 237 tons, 
and exports 228 tons. For the month of 
September commercial] air freight dis- 


SEIZURES OF UNMANIFESTED 
GOODS IN HONGKONG 


Between Jan. to Aug. 1947 some 20 
tons of unmanifested cargo valued 
around $2 million were seized by re- 
venue officers of Hongkong Govt. 
About 60% of seized goods were of 
American origin, Confiscated goods in- 
cluded: machinery, clothing, textiles, 
cosmetics, medicines and pharmaceuti- 
cals, foodstuffs. fashion goods and 
novelties, cigarettes, liquor etc, Seized 
goods are disposed of by either. selling 
them back to authorised local im- 
norters and dealers or by retaining 
them for official use. Fresh foodstuffs 
and fruit as well as a variety of medi- 
cines are turned over to hospitals and 
charitable institutions. 


PHARMACEUTICAL CHEMICALS 


Japanese, Chinese and Korean phar- 
maccutical chemicals are in good de- 
mand in the US. but also Britain and 
European nations are taking up 
larger quantities. Korean agar- 
agar rules firm in international mar- 


kets and so do prices for camphor: both - 


from Japan and Taiwan, menthol cry- 
stals, vegetable wax, vitamin (fish) 
oils, : 

Menthol] crystals are the major ex- 
nort item of China’s chemicals, During 
Jan./June 1947 a total of 58 tons were 
exported (36 tons to the U.S., 8.7 tons 
to Hongkong. 6 tons to U.K.), Pre-war 
Japanese and Chinese menthol] crystals 
imported into the U.S. aggregated some 
400.000 Ibs. (total U.S. consumption 
half million lbs.). which sold around 
US$3 per Ib in New York, duty paid. 
During the war Brazil developed a 
flourishing industry but only exported 
small erystals so that now U.S. interest 
for the Japanese and Chinese product 
large crystals) is keen, 


charged totailed 20.4 tons and air 
freight loaded for export abroad total- 
led 51.8 tons, 


Following are figures for imports 
and exports of air freight for Septem- 
ber, by Commodities, The figures do 
not include the commercial airlines’ 


stores. 

Commodity Import Export 
Jewellery ...... A, : 8.5 
Chemicals and drugs 1,169 2,904 
Chinese medicine 642 630 
Dyeing and tanning 2 9,442 
Foodstuffs and pro- 

ViSiONS: Guy east ys ae 504 461 
Hardware 4 secs 344 1,021 
Minerals and ores .. — 2 
Nuts and seeds .... 15 19 
Oils and fats ...... _ 3 
Paints “oct acsernate — — 
Paper and paperware 3,140 13,261 
Piece goods and tex- 

tikes: geatisteg- cc. 2,750 3,425 
Wearing apparel . 3,115 2,590 
Gold bullion ...... _ — 
Banknotes. «2-00.00 _— _ 
Sundries’ + cc.500 eye 8,779 18,041 

Total. «se tetomins 20,463.75 51,807.5 


COMPETITION AMONG AVIATION 
COMPANIES 


The frequent services of scheduled 
and nonscheduled aircraft connecting 
Hongkong with neighbouring cities in 
the Far East has led to keen competi- 
tion in quoting of rates for passengers 
and freight. It appears that current 
requirements of the commercial com- 
munity here are not up to the optimis. 
tic expectations of some of the non- 
scheduled flying enterprises; parti- 
cularly the all-too-frequent runs to 
Manila have occasioned lively com- 
petition which resulted in lower rates 
being charged. 


Flights into China of scheduled 
lines have also recently exceeded the 
public demand. With China trade 
decreasing and commercial relations 
between China and other countries for 
the time being sailing in the dold. 
rums no expansion of passenger and 
freight air communications can be 
anticipated. However, aviation com- 
panies are anxious to develop their 
business if only to reduce their over- 
heads, The result is increasing com- 
petition ard dropping rates. 


If such price drops would occur in 
the open the travelling public and the 


mercantile community would wel- 
come them; as it is, however, the 
competition developed as it was be- 


hind the scenes. One has either to 
know the proper people in order to 
obtain a much reduced rate or just to 
be “in the know” and making use of 
this knowledge request the respective 
airlines to cut down a certain percent- 
age from the advertised price. In 
most cases such airlines will, in order 
to keep the customer and probably 


, Singapore is 


October 15 


also to prevent the competition from 
doing additional business, oblige by 
allowing certain discounts which often 
are disguised (return trip fares, bulk 
freight forwarder, steady client etc.). 


SINGAPORE - HONGKONG - CHINA 
SERVICES 


The two air routes connecting Singa- 
pore via Hongkong with China (Can- 
ton, Shanghai & Tientsin) which were 
granted by China in the Anglo-Chi- 
nese Air Transport Agreement (cf. 
our last issue, p.p. 451/4) will prob- 
ably be allotted for operation to a 
private aviation company domiciled in 
British Malaya. The Government in 
expected to advise in 
this matter which is of special im- 
portance to the commercial community 
of Singapore, Penang and_ other trad- 
ing cities of Malaya. The British 
Ministry of Civi] Aviation has been 
favouring the formation of a private 
company along the lines of Hongkong 
Airways Ltd.) (partly BOAC and part- 
ly loca] commercial interests) which 
should develop not only Malaya-China 
(via Siam, Borneo, Sarawak, Indo- 
China, Manila and/or Hongkong) air 
communications but also air transport 
lines in other parts of the Far East. 


With the eventual flying of six air 
routes from London and British Em- 
pire centres to Chinese cities, air tra- 
velling from and to China in British 
aircraft should receive a great 
stimulus. British planes will fly to 
and from China the following routes: 


1)London via Hongkong to Kun. 
ming, Canton, Shanghai; 2)London 
via Hongkong to Kunming, Canton, 
Shanghai, Tientsin (to be flown by 
BOAC); 


3)Singapore, Penang via Hongkong 
to Canton, Shanghai, Tientsin; 4) 
Singapore via Hongkong to Canton, 
Shanghai, Tientsin (to be flown by a 
rew aviation company to be establish- 
ed in Singapore) ; 


5)Hongkong to Canton, 6) Hongkong 
to Shanghai (to be flown by Hongkong 
Airways Ltd.) 


HONG KONG AIRWAYS LTD. 


The Board of Directors of Hong 
Kong Airways Ltd. consists of the fol- 
lowing members:—Hon. D, F. Landale 
(Chairman), Messrs. Lee Hsiao-wo, 
N.O.C, Marsh, J, A. D. Morrison and 
A. D. Bennett. 


In the initial stages, British Over- 
seas Airways Corporation have 
financed operations, but it is intended 
to offer participation to local investors. 


Survey flights to Shanghai and Can- 
ton will be carried out in the near fu. 
ture upon the completion of which 
three services weekly to Shanghai and 
three services daily to Canton will 
start, 


The authorised capita] of the Com- 
pany is HK$1.200,000. 
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SHIPPING REPORTS 


PROGRESS OF 
HONGKONG’S 
SHIPPING 


The shipping returns for the first 
nine months of 1947 of the Colony 
prove that business has heen on the 
upgrade against the closing months of 
1946 and that there is every promise 
of further expansion notwithstanding 
the current misere in China. Against 
the pre-war average current shipping 
returns of ocean and river going ves- 


sels are about 50% reduced but 
against the record month of 1946 (De- 
cember with 1,110,000 tons) the 


monthly average for 1947 is 20% up. 
The records for 1947 so far were signi. 
ficantly achieved during the two last 
months, ie. September with a total 
tonnage of 1,442,000, and August with 
1,434,000. 


The flourishing entrepot business of 
Hong Kong which steadily develops 
with Far Eastern countries other than 
stagnating China is largely responsible 
for the improvement of the Colony’s 
shipping business. 


Commercial Cargo of Ocean Ships 


During the first 9 months of 1947 
ocean steamers discharged a total of 
1,703,000 tons of commercial cargo in 
Hong Kong, and loaded a total_of 623,- 


000 tons. These figures do not in- 
clude the considerable quantities of 
Royal Naval, Army and HK, Govt. 
stores. 


‘Deadweight of Commercial Cargo for 
January to September 1947: 


(in thousands of tons) 


Month Discharged Loaded 
Janvary wees ee. 190 83 
February  2iiesa06% 185 55 
Maren” Gti, -s22e8..0 250 17 
April = gas 166 70 
Mays. a5. Sao . 98 227 ao 
SMe wy alee. 161 65 
DUG iis hes eos 203 62 
Asigust ae. 30%. ...08 178 62 
September ........ 143 74 

otal pla; :. 42h 1,703 623 


The monthly averages for 1947 for 
commercial cargo discharged and load- 
birt are respectively: 189,000 and 69,- 


The above figures reflect the de- 
crease of trade between Hong Kong 
and China which can be deduced from 
the September discharged total of only 
143,000 tons, a consequence of dwind- 
ling import business into China. On 
the other hand exports of China pro- 
duce have picked up somewhat which 
is corroborated by the September 
figure for cargo loaded (74,000 tons). 


Mest of the Colony’s large entrepot 
business (if not originating in China) 
with Far Eastern countries other than 
China does not show in the above 
statistics as Hong Kong’s sales of com- 
modities to, say, Siam do either not 
pass through the harbour at all or re- 
main in the holds of ships docking here 
on their voyage. Conversely, cargo 
which is bought by local firms in, say, 
Malaya and sold to America is not 
discharged here in transit, however, 
ships en route for the U.S. are usually 
passing through Hong Kong harbour. 


FAR EAST 
TATIVE 


SHIPPING REPRESEN- 


Mr. D. Allen has been appointed 
by the British Govt, as U.K. shipping 
representative in the Far East. He 
is proceeding to Hongkong to take up 
his duties. 

Mr. Allen had wide experience with 
the Ministry of War Transport during 
the war in North-west Europe and 
elsewhere. 

The field of his new appointment 
wil! extend from Malaya to Japan. 


OCEAN & RIVER STEAMERS 
—for the first nine months of 1947— 


Total Tonnage 


Arrivals 

JANUATY Hb.) ee a 064066 
February 511,688 
March 635,177 
April 680,513 
Mayat yee. 680,279 
June . 669,982 
July .. 656,245 
AU CUISt Mics cece esse 706,954 
September ... ... ... 731,574 
Total he. sean ose 5,956,767 


Passengers 
Depart Arrivals Depart. 
645,060 48,826 48,469 
537,219 47,971 34,709 
593,925 44,106 43,811 
673,372 49,468 43 323 
695,278 47,207 47,768 
692,875 43,989 40,144 
648,292 47,743 41,173 
727,043 56,296 53,189 
709,911 63,945 64,857 
5,922,975 449,651 417,423 


For the first nine months of 1947:— 
Total tonnage entered from and cleared for abroad 11,879,742. 


Total passengers: 867,074. 


Monthly averages for 1947:—1,320,000 tons; 96,300 passengers. 


HONGKONG SHIPPING REPORT FOR 
SEPTEMBER 


Improved slightly by 17,688 tons 
over the previous month, there were 
reocrded in September 965 ocean and 
river steamers totalling 1,441,485 tons 
arriving at and leaving from Hong 


Kong; 1,233,588 tons were ocean 
ships and 207,897 tons were river 
boats, 


The tonnage of river boats showed 
an increase of almost 10 per cent com- 
pared with . August. In September’s 
river traffic, British tonnage account- 
ed for 80.4 per cent and the Chinese 
Flag for the remaining 19.6 per cent. 


The increase in river traffic was 
brought about by the local general 
mechanics’ strike which immobilised 


through train services between here 
and Canton from mid-August to mid- 
September. 


The ocean-going ships’ total ton- 
nage in September was 11,231 tons 
smaller than in the previous month. 
Again topping the list in September, 
British ships claimed 38.2 per cent, 
followed by American vessels with 
24.5 per cent, Dutch with 11.7 per 
cent, Chinese with 8.1 per cent and 


ships with 6.2 per cent, while Danish, 
French, Panamanian, Philippine, 
U.SS.R. and Swedish flags accounted 
for the remaining 11.3 per cent. Euro- 
pean shipping, excluding British and 
U.S.S.R, flags, aggregated 320,156 tons, 
or 25.9 per cent of the total tonnage 
recorded in the month. 


With ocean and river tonnage taken 
together British ships accounted for 
639,543 tons or 44.4 per cent, while 
U.S. steamers ranked second with 303,- 
287 tons or 21 per cent. Taking third 
place, Dutch ships accounted for 144,- 
311 tons or 10 per cent, followed by 
Chinese vessels. with 139,995 tons or 
9.7 per cent and Norwegian ships with 
76,438 tons or 5.3 per cent, Ships of 
other nations accounted for the re- 
maining 137,911 tons or 9.6 per cent. 


In September, ocean and river ves- 
sels when leaving the Colony had load- 
ed a total of 12,718 tons of bunker 
coa; and 15,307% tons of bunker oil, 
ocean steamers bunkered 9,313 tons of 
coal and 14,215 tons of oi] and river 
steamers bunkered 3,405 tong of coal 


-and 1,092 tons of oi. 
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The 965 ocean and river steamers 
carried in and out of the Colony in 
September a total of 128,802 passen- 
gers, or 17.6 per cent more than during 
the previous month. Arrivals of pas- 
sengers in September were 36,i06 by 
river boats and 27,839 by ocean ships, 
while the departures were 43,847 by 
river steamers and 24,010 by ocean 
steamers. 


Commercial Cargo 


A decrease of 9.5 per cent compared 
with the previous month, commercial 
cargo loaded and unloaded here by 
ocean going steamers in the month of 
September amounted to 217,376 tons 
(deadweight). There were no Gov- 
ernment and H.M. Forces stores re- 
corded in September. Of the total of 
217,376 tons, 143,527 tons wene dis- 
charged from ocean vessels in Hong 
Kong and 73,849 tons were loaded for 
abroad. 


JUNKS & STEAM LAUNCHES 


Remaining steady against the pre- 
vious month (registering a slight dron 
of 184 tons, the total tonnage of trad- 
ing junks and launches under 60 tons 
each entering from and leavin« for 
South China river ports and Macao 
amounted to 199,968 tons in Septsm- 
ber. They brought in and out of the 
Colony in the month under review a 
total of 39,083 tons of commercial 
cargo and 4,842 passengers, the former 
showing an increase of 4,290 tons and 
the latter an increase of 84 passengers 
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compared with the respective figures 
for August. 


Of the total commercial cargo 
brought here in September, junks 
were responsible for 21,575 tons and 
Jaunches for 126 tons, while in the 
same month junks left’ here with 17,- 
308 tons and launches with 74 tons of 
goods for our neighbouring river ports. 


Passengers in September were 1,660 
arrivals and 3,182 departures. 


During the month, 1,114 renewals 
and new licenses were issued by the 
harbour authorities to junks, launches 
and other types of craft. 


Following are the returns of motor 
and sailing junks and launches under 


60 tons (in foreign trade) in the 
month of September: 
Arrivals 
Tonnage 
Tonnage of Cargo 
Junks. onc. acs os. 955397 21,575 
Launches 4,053 126 
Totalgan oe ck: 99,450 21,701 
Departures 
Tonnage 
Tonnage of Cargo 
Junks ... ... ... .... 96,844 17,308 
Launches 3.674 74 
Total... . 100,518 17,392 


HONGKONG SHIPPING RETURNS 
Arrivals For The Month of September, 1947. 


Ocean Steamers River Steamers 
No. Tonnage No. Tonnage No. Tonnage Steamers Steamers Steamers Total 


Cargo 
River 


Passengers 


Total River Ocean 


British . 100 236,590 169 84,397 269 aae 987. 6,698 31,375 13,031 44,406 
American ......_ 28: 159,853 — 28 159,853 277167 2,767 
Chinese ......... 45 48,071 96 20,542 141 oe 613 2, 405 4,731 1,869 6,600 
Danish BA 18/719 4..18,718. — _— 10 10 
Dutch 14 Toe — me Sida 46 ia — 8,217 8,217 
Norwegian ..... 19 © 39,436 — — 19 39,436 — — 1,841 1,841 
Panamanian . 5. 18,066 — — 5 18,066 — — = — 
Spiippine 4 9347 — — 4 9347 — —_ 94 94 
USIS:RY ' =: 2 395855 —— — 2 9855 — — = = 
Swedish ......... 49 11,232— — 4° 11,932 — — 10 10 
Total HOreien 125 390,045 20,542 221 410,587 2,405 4,731 14,808 19,539 
Total .......:.... 225 626,635 268 104'939 490 731/574 9,103 36,106 27,839 63,945 
Departures For The Month of September, 1947. 

British sac. 96 235,754 167 82,802 263 318,556 4,681 41,370 

American ...... 25 143,434 — — 25 143/434 aa 3398 0308 
Chinese 46 51,226 91 20,156 137 71,382 2, 859 2,477 1,066 3,543 
Danish a S118) = 4 18.718 — 21 21 
Dutch 13 68,844 — -- 13 68844 — — 5,320 5,320 
French 1 100 — — dt 100 — — — = 
Norwegian Lies 002s — — 17 37,002 — — 3,098 3,098 
Panamanian 7 20,755 — — 7 20,755 — — 4 4 
Philippine ~. & 9347 — — 4 9,347 — — 92 92 
WSS: Raw. gees 9, ~ — — ED 2 855m — —_ — 
Swedish 2... 2 iv _ — 2. iors a —_— 15 15 
Total eishiee 121 371,199 91 20,156 212 391,355 2,859 2,477 12,014 14,491 
PEOUAL: sect . 217 606.953 258 102,958 475 709, 911 7,540 43,847 21,010 64,857 
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CHINA’S SHIPPING 

RETURNS FOR THE 

FIRST HALF YEAR 
OF 1947 


China’s total tonnage of ships en- 
tered from and cleared for abroad for 
the period January to June 1947 was: 
8,901,271 tons of which 686,731 tons 
were accounted for by Chinese junks; 
the steam ship total tonnage for Jan. 
to June therefore aggregated only 8,- 
214,540. Shanghai’s total] tonnage for 
the first half year (incl. junks) was 
4,863,906. 


The monthly averages for China’s 
and Shanghai’s shipping figures 
are 1,369,000 tons and 800,000 
tons respectively. Compared with 
the shipping return of Hong 
Kong (monthly average in 1947: 
1,320,000 tons) China’s entire ports 


handled about the same tonnage as the 
British Colony while the principal port 
of China, Shanghai, was left far be. 
hind by the shipping business done in 
Hong Kong; Hong Kong handled 65% 
more tonnage than Shanghai per 1947 
average month. 


By ports, Chinese shipping returns 
reveal that—as far as tonnage figures 
are concerned—Shanghaj accounted for 
some 55% of total shipping; South 
China ports accounting for 23%, Tai- 
wan ports for between 3 to 4%, and 
North China ports for about 7% of the 
total] tonnage. 


The leading Chinese ports in 1947 
were:—Shanghai, Kowloon (i.e. the 
Chinese Customs stations at borders of 
the British Crown Colony), Canton, 
Swatow, Amoy and Lappa (i.e. the 
Chinese Customs stations at the bor- 
ders of the Portuguese Colony of 
Macao). North China ports have been 
only partly under the control of the 
Nanking regime, most ports in Man- 
churia and ports in Hopeji and Shan- 
tung (Lungkow, Chefoo, Weihaiwei) 
remained until a few weeks ago under 
the contro] of the Communist regime. 
The port of Chinwangtao was utilised 
by the Chinese Govt. for heavy ex- 
ports of Manchurian produce, mainly 
soya beans. Tientsin and Tsingtao are 
shadows of their former selves. How- 
ever, there has been big export and 
import smuggling through North China 
ports which must be considered when 
drawing conclusions from the detailed 
statistics as published below. 


By value of merchandise, the follow. 
ing ports handled most Chinese ex- 
ports: Shanghai, Canton,  Tientsin, 
Kowloon, Chinwangtao, Wuchow, Tai- 
peh, Swatow and Tsingtao. The fol- 
lowing ports handled most imports 
into China: Shanghai, Kowloon, Tien- 
tsin, Canton, Chinwangtao, Swatow, 
Tsingtao. The percentage of imports 


1947 


FAR EASTERN ECONOMIC REVIEW 


487 


and exports handled by Shanghai—as 
far as value of merchandise is concern- 
ed—was in 1947 about 62% against 
Jan./June 1946 over 70%. 


Below will be found a table contain- 
ing the exact percentages of imports 
and exports as handled _ by Chinese 
ports during January to June 1947. Be. 
sides percentages also. values of mer- 
chandise in millions of Chinese dollars 
are given; in terms: of U.S. dollars 
these imports and exports equal:— 


U.S.$ 113 million exports from China 
(C.N.$ 1,168 billion). 


U.S.$ 249 million imports into China, 
(C.N.$ 2,372 billion). 


(The U.S.$ valuqs were computed 
- at the various official exchange rates 
which were decreed during the first 
half year of 1947 in China). 


By flags, British and American own- 
ed ships dominated in Chinese foreign 
shipping. While U.S. flags remained 
leading during the earlier months of 
1947, British ships have become more 


Union Jack again took first place in 
the shipping of China. June returns 
reveal that after the British flag, the 
flags followed of the U.S., China, Nor- 
way, Netherlands, Japan (now on the 
sixth place), Denmark, Panama, (also 
largely British owned but Panamanian 
registered), Philippines, Sweden, 
France and U.S.S.R. 


For the period January to June 1947 
American ships were leading with 
282% of the total tonnage (incl. Chi- 
nese junks), foll’wed by the British 
flag with 25%, Chinese flag (excl. 
junks) 13%, Norwegian 54%, Dutch 
41%4%, Japanese 3-1/3%. The come. 
back staged by Japanese shipping is 
remarkable. European nations, ex- 
cluding Britain and the U.S.S.R., ac- 
counted for 1,388,000 tons or 15% of 
the total. 


CHINA COAST AND INLAND 
SHIPPING 


Ir its endeavour to nurture Chinese 
shipping, the Nanking Govt. has per- 
sisted in excluding foreign flag vessels 


river shipping. Seeing that official 
and private shipping concerns are no 
match to foreign shipping companies, 
but still maintaining the theory of 
equality, thie Chinese Govt, commits 
an act of discrimination against non- 
Chinese commercia] rights. Chinese 
shipping firms are of course at liberty 
to engage in inland river shipping as 
regards foreign countries but practical- 
ly cannot do it on account of lack of 
adequate material and_ technical re- 
sources; on the other hand foreign 
shipping companies are experienced 
in coastal ard inland iver shipping 
in China waters where they continue 
to be interested in assisting in the 
smooth movement of goods into and 
out of China. 


The misconceived protectionist 
policy of Nankine which sought to 
fester native shipping by preventing 
foreign ships from navigating along 
the coast and between the large river 
ports of China is the object of much 
argument and dissatisfaction not only 
on the part of foreign shipping inter- 
ests but also of the general Chinese 
public. The shipping monopoly posi- 
tion which Chinese firms have attain- 


prominent of late and during June the from engaging in coastal and inland ed, under the well-abused  strategem: 
ea ea een ene Ch “ee Teh PCC Ee aly 
CHINESE SHIPPING RETURNS 
I. VESSELS ENTERED rsoM ray CLEARED FOR ABROAD: 
June 1947. January-June 1947. 
Flag. Total Entered. Cleared. Total. Entered. Cleared. 

’ No. Tons No. Tons. No. Tons. No. Tons. No. Tons. No. Tons 
American SBRES 122 390,104 69 200,352 53) 189,752 775 2,596,060 409 1,337,927 366 1,258,133 
Bri tishweeadk. sel 433,439 116 222,276 110 211,163 1,207 2,262695 604 1,128,375 603 1,124,320 
Chinese (excl. 

PUNKS): sake 2,422 221,274 1,243 116,063 1,179 105,221 14,647 1,193,895 17,459 614,880 7,188 579,015 
Chinese Junks 1,361 107,115 731 58,452 630 48,663 9,269 686,731 4,823 351,158 4,446 335,573 
Danish cs 13 50,254 6 21,965 7 28,289 62 250,553 29 113,460 33 137,093 
mrench’ Wiss... 2 14,750 if 7,375 1 7,375 12 80, 630 6 40,315 6 40,315 
Italian — —_ — — — — 2 7,314 1 3,657 1 3,657 
Japanese ...... 21 53,656 10 §=.26,538 Lies 96 299,877 49 150,078 47 149,799 
Netherlands .. 13 66,633 7 35,729 6 30,904 85 404,984 42 205,937 43 199,047 
Norwegian 40 85,186 21 48,023 19 37,163 240 477,553 118) 5 9237;702 122 239,851 
Panamanian ri 38,242 3 16,044 4 22,198 59 220,451 29 108,021 30 112,430 
Philippine 18 31,509 8 17,809 10 = 13,700 73 144,987 53) 70,096 40 74,891 
Portuguese ... 6 2,626 3 1,313 3 1,313 70 23,190 Sh) 11,595 35 11,595 
Swedish ....... if 27,397 4 15,125 By Rae: 46 144,722 22 68,886 24 75,836 
USS :S 80s monies 2 9,270 1 4,635 1 4,635 18 43,936 9 21,968 9 21,968 
Others |... 1 1,631 a == Th a SEGER 26 73,693 12 31,065 14 = 42,628 

TOUAMS + 4,261 1,533,086 2,223 791,699 2,038 741,387 26,687 8,901,271 13,680 4.495.120 13,007 4,406,151 

II. VESSELS ENTERED FROM AND CLEARED FOR ABROAD: 

BY PORTS. 
June 1947. January-June 1947. 
Port. Total Entered. Cleared. Total. Entered. Cleared. 
No. Tons. No. Tons. No. Tons. No. Tons. No. Tons. No. Tons. 
Chinwangtao 19 54,919 9 25,205 10 29,714 83 287,564 46 150,286 Si an belige 
Tientsin. ..:.. 14 44,216 By pedcsts 9 21,878 63 193,161 28 90,665 35 102,496 
I 4 12,192 2 5,108 2 7,084 47 146,894 23 65,922 24 80,972 
803,729 112 415,865 99 387,864 1,253 4,863,906 652 2,476,103 601 2,387,803 
13,763 3 3,874 5 9,889 48 76,152 21 35,252 27 40,900 
95,229 21 54,457 14 40,772 165 425,486 88 227,033 77 198,447 
39,524 8 22,856 6 16,688 59 141,381 24 58,007 35 83,374 
38,407 5 16,720 5 21,687 49 180,294 23 83,893 26 96,491 
83,687 57 45,560 50 38,127 637 571,864 358 284,410 279 287,454 
128,275 381 66,712 316 61,563 3,771 658,035) © 1902095 326,732 "1 B69 sot 30s 
114,225 965 61,070 924 53,155 12,186 807.137 6,262, 415.093 5,924 = 392,044 
52,594 622 26,531 565 26,063 7,546 294.395 3,869 159.064 3,677 142,331 
13,662 10 6,841 9 6,821 139° 42.760 63 21.308 76 21.452 
Luichow .. 46 38,664 22 18,562 24 20,102 641 912.248 321 108.442 320 =. 103,806 
en Ricci AO 
Total . 4,261 1,533,086 2,223 791,699 2,038 741,387 26,687 8.901271 13.680 4,495,120 13,007 4,406,151 
tre rT nD 
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of serving the Fatherland (and of 
course not their own pockets) is cost- 
ing the Chinese. people heavily; not 
only are prices in coastal and inland 
shipping not competitive, sanitation 
safety regulations often completely 
ignored, speed and freight and pas- 
senger handling in most instances in- 
efficient but the confiscatory practices 
of the Chinese armed forces, the large- 
scale regimentation of Chinese ves. 
sels for civil war operations have led 
to many regional breakdowns of 
water communications. 

The state of unsatisfactory coastal 
and inland river communications has 
reached such extent that public criti- 
cism became less. reticent and Nan- 
king was compelled to adjust the 
position; however, the process is a 
very slow one’ and involves several 
stages. The first stage was the per- 
mission, announced about a month 
ago, for jointly Chinese-foreign owned 
vessels to ply in coastal and inland 
river waters. The Ministry of Com- 
munications in Nanking released a 
statement according to which steam- 
‘ship lines jointly owned by Chinese 
and foreigners, if properly registered 
and with two-thirds of the capital 
owned by the Chinese or with Chinese 
providins two-thirds of the members 
of the Board of Directors, were fer- 
mitted to. sail on the Yangtse. The 
limitation on foreign capital in Chi- 
nese shipping concerns would continue. 


At the moment the Govt. is drafting 
a revision of the present maritime 
Jaw. 


The second stage will have to be 
probably more progressive; it is now 
general knowledge that the British 
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Govt. has repeatedly stressed the im- 
portance of admission of foreign ships 
in China’s coastal and inland shipping 
and negotiations are now fairly well 
advanced so that a conclusion of this 
problem can be expected within this 
year. 


The signing of the Anglo-Chinese 
Treaty of Commerce and Navigation 
is conditioned on the satisfactory and 
just solution of this question. While 
the Chinese authorities are aware of 
the implications of this issue, especial- 
ly with regard to the future bearing 
it may have on international relations 
and the Chinese claims to equal op- 
pcrtunity and equal rights, the private 
shipowners in Shanghai, fully cogni- 
sant ‘of their own ‘shortcomings and 
inability to compete on equal terms 
with foreign companies, are putting 
up strong resistance against Nanking’s 
efforts at conciliation of the two 
views: right against privilege; eaual 
opportunity against discrimination; free 
competition against protectionism. 


DISCRIMINATION AGAINST FOR- 
EIGN SHIPPING IN CHINA 


The Govt..owned and _ operated 
China Merchants Steam Navigation 
Co. (CMSN) vas entered last month 
in Shanghai into an agreement with 
Chinese yarn and piece goods manu- 
facturing industries which obliges 
them to ship their products exelusive- 
ly in Chinese, mostly CMSN ships. 
Wherever Chinese ships go, that is 
for the moment only a few ports in 
the Far East apart from all China 
coast and inland ports, Chinese made 
viece goods and other textiles will be 
loaded on CMSN_ or other Chinese 


Il. 


CHINA’S EXPORTS & IMPORTS: 


BY VALUE OF MERCHANDISE, 


BY PORTS 
—for the period of January to June 1946 and 1947— 
—in millions of Chinese dollars— 


Fxp 
1947 1947 
Ports Export oe 
} Values 
Chinwangtao 66,871 5.72 
PiCntsiny Petes 112,748 9.85 
ESINGCAO™ oo ionc ccs .c ce 15,464 1.32 
Chungking _........... 119 0.01 
IAN KOW oe cesccccsareened — — 
Shanghal® © oi.:0./.1-.2: 579,333 49.60 
BIS DO VS cece omtn ee —_ oe 
Wenchow ss... a... — — 
FOQOCHOW igesicnse.cc ZAG 0.22 
0.72 
1.98 
1,29 
1.97 
11.93 
9.28 
0.79 
0.41 
3.26 
0.09 
“ 0.62 
Kunming geacts.. 4 8,145 9.70 
Tengchung .......... 3,123 027 
iNRang eee ae 186 0.07 
TOUBL.« centers. 38: f 


1.168.105 100.00 


orts Imports: 
1946 1947 1947 1946 
% Import % % 
Values 
0.72 53,017 2.24 _ 
16.21 142,740 6.02 1.10 
Zuo 27,252 1.15 2.02 
0.33 Ae 0.01 0.14 
52.78 1,806,453 76.16 87.92 
Dy g pas = 
ae 9 = = 
0.12 1,700 0.07 0.02 
0.51 T1717 0.30 0.05 
— . 10,464 0.44 —_ 
0.06 —_— — 0.03 
4.15 29,621 1,25 0.42 
16.74 108,313 4.57 B21 
1.60 152,868 6.44 1.58 
0.61 15,120 0.64 0.14 
2.18 3,544 0.15 0.45 
0.35 5 = 0.01 
0.43 411 0.02 0.08 
0.68 4,564 0.19 0.35 
0.07 318 0.01 2.35 
0.31 6,722 0.28 0.11 
—_— 1,317 0.06 0.02 
100.00 2,371,880 100.00 100.00 
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shipping firms’ vessels. The agree- 
ment was signed by a large number 
of Shanghai __ textile industrialists 
through the chairman of the China 
Shipping Companies Association (Mr. 
Doo Yuet-sang, one of the leading all- 
round merchants and politicians of 
China). 


¥ureigis shipping wiil no longer oc 
allowed to compete with Chinese 
shipping if one is to believe the 
rather enthusiastic and otherwise 
chauvinistic exclamations in certain 
organs of the press of Shanghai, Since 
Chinese shipping is far from being 
able to compete with foreign shipping 
companies’ services as regards freight 
handling, rates, efficiency, speed, sani- 
tary and safety requirements etc., and 
since ‘anti-foreign legislation cannot 
well be introduced at a time when 
foreign financial and other assistance is 
so eagerly canvassed, there remained 
only one way out of the dilemma of 
Cnina’s official and private shipping 
which has arisen out of the inequality 
of foreign and Chinese shipping, 
namely: 


To make private arrangements be- 
tween commercial shippers and Chi- 
nese shipping firms so as to exclude 
foreign ships. This method is strongly 
reeking of boycotting although it is 
artfully concealed. 


An official release in Shanghai 
phrased it that way: “This .co- 
operation between Chinese shipping 
firms and textile manufacturers re- 
sulting in benefit to both wiil go a 
long way toward protecting the in- 
terests of the Chinese shipping indus- 
tries.” 


To mark the beginning of the “close 
cocperation” between these two in- 
dustries, the s.s. Pai Teh of the CMSN 
sailed for Hongkong with a large 
quantity of cotton yarns consigned by 
the China Textile Industries Inc. 


——$——__ 


FAR EASTERN FREIGHT 
CONFERENCE 
The Far’ Eastern Freight Confer- 


ence have announced the following 
reduction in the transhipment rate of 


20/- per ton W/M_ to 15/- per ton 


W/M in respect of cargo for the U.K. 
and the Continent from outports in 
China on a through Bill of Lading. 
Exceptions are dangerous cargo, heavy 
lifts and valuable cargo. 


The Lines are, however, not 
prepared to accept cargo arriving 
from Canton or elsewhere by steam- 
ers, junks and lighters, attend to the 
transhipment thereof at this, or any 
other rate, and grant shippers a Hong- 
kong/U.K. or Continental Bill of Lad- 
ing. 

To qualify for this transhipment 
rate it is essential that the Ocean 
Lines Representatives must take de- 
livery from steamers, junks and 
lighters or other craft direct, and not 
from godowns. 
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THE POSITION OF THE RYUKYU (LUCHU)ISLANDS 
Rule by American Military Government Until 


During récent months several iin- 
spired statements appeared in the Chin- 
ese press which aimed at convincing 
the world public that China had some 
claims to the possession of the Luchu 
Islands. This is, however, contrary to 
historic facts as the authoritative ac- 
count, published below, will show 
which appeared in World Today, issued 
by the Information Department of the 
Royal Institute of - International Af- 
fairs, London. 


The natives of the Islands are of 
similar if not identic stock as the Jap- 
anese and the rule of Japan had lasted 
for some 75 years prior to the conquest 
of Okinawa by the U.S. By right of 
conquest the U.S. could retain the 
Islands but it is most unlikely that 
such will be the case; only strategic 
considerations might induce the U.S. 
Govt. to stay in the Islands and such 
considerations are no longer entertain- 
ed by the military leaders of America. 
For a certain period, however, the 
present U.S. Military Govt will con- 
tinue or may be replaced by a civil 
authority under the U.S. Department 
of State. The denouement of the pro- 
blem of the international position of 
the Islands will probably come at the 
peace conference with Japan. 


¥ * * 


The Ryukyu or Luchu Archipelago! 
comprises over 100 islands (of 
which Okinawa Jima is the largest 
and best known), stretching across 
the 800 miles of sea _ separat- 
ing Formosa from Japan. Up _ to 
the surrender of Japan in 1945 they 
formed an administrative unit of the 
Japanese homeland. The Cairo and 
Potsdam declarations, which are dis- 
cussed later in this article, are not pre- 
cise as to the future status of the 
islands, but carry the inference that 
they are among the territories to be 
forfeited by Japan, Although economi- 
cally not of major importance, the 
strategic value of the islands was de- 
monstrated in,the later stage of the 
Pacific War; this may continue if the 
Japanese peace settlement is followed 
by some form of distant control, from 
bases within striking distance, instead 
of the existing physical occupation of 
Japan2 It was no doubt with this 
eventuality in view that General Mac- 
Arthur, in a recent interview with press 


1The Japanese reading of the Chinese 
characters representing the Luchu is- 
lands is Ryukyu. 


2A comparison of the approximate 
distances (in miles) of the following 
places from Tokyo may be useful in 
considering the strategic pcsition:— 
Hongkong 1750, Shanghai 820, Vladivos- 
tok 625, South Sakhalin 700, Okinawa 
875, and Saipan 1200. 


Eventual Return to Japan 


correspondents in Tokyo, is reported to 
have advocated American occupation 
of the Luchu islands “as one of the 
strategic frontiers of the United States.” 


Until the American capture of 
Okinawa in 1945 focused world atten- 
tion on the archipelago, the Ryukyu 
islands had been but little involved in 
the shaping of world history. They 
came under notice only twice in the 
last century; in 1858, when Commodore 
Perry used them as a base for the 
United States naval expedition which 
forced Japan to renounce her policy of 
isolation; and in 1879, when they were 
formally annexed by Japan. Neverthe- 
less the Luchuans have an ancient his- 
tory which they trace back to a legen- 
dary origin very similar to the one 
clairned by Japan. It seems probable 
that the Japanese and Luchuans share 
a common ancestry, and that the fore- 
fathers of both peoples (probably of 
Tungusic stock) entered Kyushu, the 
southernmost island of Japan, from 
Korea, Possibly, before the arrival of 
these Tungusic tribes, the Luchu Is- 
lands were occupied by the Ainus, who 
were the aboriginal inhabitants of 
Japan, 


Early History 


Both China and Japan seem to have 
had contacts with the Luchus from a 
very early period. Th> is'ands are 
first mentioned in Chinese records in 
607 when the Emperor Yang Ti of the 
Sui Dynasty sent envoys overseas who 
visited the Luchus and returned to 
China witha native hostage. The Em- 
peror then called upon the islanders to 
acknowledge his overlordship, and on 
their refusal sent a military expedition 
to enforce his demands. 


There seems to have been little fur- 
ther intercourse with China until 1371, 
when the Ming Emperor once more 
sent an envoy to enforce Chinese 
suzerainty. This mission was success- 
ful, and Luchuans returned with the 
envoys bearing tribute. From this 
period the Luchus became a tributary 
of China, and Ming dynasty records 
contain frequent references to  inter- 


course and exchange of gifts between 
the two countries. Many lLuchuan 
youths were educated in China, and 
Chinese traders, for whom a concession 
or factory was. set aside at Nafa, 
brought prosperity to the islands. Ac- 
cording to Professor Basil Hall Cham- 
berlain, the native annals describe tire 
building of temples and royal pavilions 
and voyages to such distant places as 
Canton and Malacca. Although the 
Luchus were a vassal state of China, 
the latter made no attempt at military 
or political domination, but assumed 
rather her customary benevolent role of 
a teacher or protector concerned only 


in the spread of Chinese culture, The 
Luchuans venerated Chinese civiliza- 
tion and adcpted many of their cus- 
toms, including the civil] service system 
and the Chinese calendar, 


Relations With Japan 


Relations 
lands and Japan 


between the Ryukyu is- 
are also recorded 
from very early times. In 617 three 
Luchuans are said to have brought 
gifts to the Japanese Empress Suiko, 
while at a slightly later date a Japan- 
ese envoy visited one of the islands 
and conferréd Japanese rank upon the 
native ruler. By the beginning of the 
eighth century a number of the islands 
were claimed as fiefs of Japan, and in 
1179 the Daimyo of Satsuma was 
charged by the Emperor with the 
superintendence of Luchuan affairs. At: 
about the same period the Japanese 
Minamoto: 


warrior Tametomo of the 
clan for a time took refuge in the 
Luchus, and his son by a Luchuan 


princess later became King. Japan. 
made no serious attempt at conquest, 
however, until the seventeenth cen- 
tury, when the Luchuans’ refusal to 
help the Japanese in their recent at- 
tack on Korea was used as a pretext 
for war. The islands were invaded by 
the Daimyo of Satsuma in 1609 and 
the King was carried off to Japan, He 
was treated as an honoured guest, but 
during his enforced absence the Japan- 
ese reorganized the administration, 
surveyed the land, and assessed the 
rate of tribute; and the King was only 
released after agreeing to pay yearly 
tribute to Japan. 


Henceforward the Ryukyus were in 
the strange position of paying tribute 
to both China and Japan, and neither 
country seems to have protested 
against this dual allegiance. Japanese 
condonation seems to have _ been 
prompted by commercial expediency, 
since, after the Korean war, Japanese 
ships were denied entry into Chinese 
ports, so the indirect contact with 
China afforded by the Luchus- was of 
gieat value to Japanese traders, More. 
over from 1637 ‘the isolationist policy 
of the Tokugawa shogunate prevented 
Japanese mercharits from. visiting for- 
eign lands, so that for. more than 200 
years the only channel of: foreign trade, 
apart from limited contacts with Dutch 
merchants, was through. the Luchu is- 
lands, which were no¢ included in the 
ban, 


The Arrival of the Europeans 


In the nineteenth. century--this tran- 
quil period of Luchu prosperity was 
destined to be disturbed by the Wes- 
tern Powers, who hoped to open trade 
relations with Japan through the is- 
lands. With this end in view the 
American, French, and Dutch Govern< 
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ments concluded treaties with the re- 
luctant islanders, who shared the Jap- 
aneése suspicion of the West, and Bri- 
tish men-of-war surveyed the islands. 
With the emergence of Japan from 
isolation in 1868 Western interest in 
the Luchus ceased, but they were to 
find a fresh menace to their indepen- 
dence in the new Japan, who no longer 
benefited from Luchuan contacts with 
China, and whose policy was prompt- 
ed by imperialist ambitions, In 1871 a 


Japanese pretext for annexation was 


found in the murder of some Luchuan 
fishermen shipwrecked off Formosa. 
The Luchuan Government appealed to 
Japan, who responded by making the 
Luchuan King a Japanese peer (which 
involved residence in Tokyo), and tak- 
ing over the Luchus as a province of 
Japan. Foreign representatives in Tokyo 
were informed that Japan would in 
future undertake diplomatic respon- 
sibility for the islands, and a Japanese 
punitive expedition was sent to Formosa 
in 1874, China protested and war seem- 
ed imminent, but finally an agreement 
was signed at Peking which accorded 
a diplomatic victory to Japan. The 
Luchuans were referred to in this 
agreement as Japanese subjects, no 
mention was made of their former 
allegiance to China, and the latter 
agreed to pay compensation to the 
families of the murdered fishermen. 


The Chinese, however, did not form- 
ally renounce their claim until the close 
of the Sino-Japanese war in 1895, by 
which time the Japanese had _ sys- 

“tematically consolidated their position 
there. In 1875 the King was ordered 
to cease paying tribute to China, The 
following year the Japanese judicial 
system was introduced and the police 
force was reorganized on the Japanese 
model; and finally in 1879 the King of 
the Luchus officially transferred his 
authority to the Japanese Government. 
The Luchuans, reluctant at first to 
sever their ties with China, appealed 
ireffectually to the Great Powers; but 
they seem soon to have grown recon- 
ciled to their new Japanese allegiance. 


The Rule of Japan 


The Japanese adopted a policy of 
assimilation. The islands were divid- 
ed, for administrative purposes, into the 
two prefectures of Kagoshima and 
Okinawa, each under a Japanese Gover- 
nor, and were treated as an integral 
part of Japan. The natives of the is- 
lands became Japanese citizens with 
the same civil status as the inhabitants 
of Japan proper, The Japanese system 
of education was introduced, Japanese 
was the only language taught in the 
schools, and Japanese civil and criminal 
code and censorship laws were adopted. 


Although the Japanese did much to 
expand the economy of the Ryukyus, 
the standard of living was low com. 
pared with the main islands of Japan. 
This was due partly to the shortage 
of arable land in comparison to the 
size of the population and partly to 
the lack of natural resources. In 
1940 the population was said tc num- 
ber approximately 839.000 with an 
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average density of 454 persons. to the 
square mile, and figures for 1939 
show that 75 per cent of all house- 
holds in the Okinawa. prefecture and 
70 per cent in the Kagoshima prefec- 
ture were engaged in agriculture. 
This population pressure was partly 
relieved by emigration, estimates 
showing that nearly 225,000 Lu- 
chuans emigrated between the years 
1920 and 1940, mostly to Japan or 
Japanese mandated islands in the 
Pacific. Many of the Japanese fish- 
ing enterprises in the South Seas and 
South-East Asia were manned by 
Luchuans, who were also employed 
upon Japan plantations in these 
areas. 


Agriculture & Production 


The most important agricultural 
products are sweet potatoes, which 
are grown for food, and sugar, which 
constitutes the principal cash crop 
and export. Sugar cane was intro- 
duced in the seventeenth century, 
but production was negligible until 
the Luchus were taken over by 
Japan. Under the latter production 
was greatly expanded, there was 
valuable research on improved 
methods of production and experi- 
mental stations were set up; so that 
by 1939 the sugar crop for Okinawa 
prefecture alone amounted to over a 
million tons, valued at approximately 
14 million yen. 


Apart from sugar, the more impor- 
tant exportable products include silk 
(particularly pongee silk), linen made 
from banana fibre, straw hats, and 
matting. The Luchus also produce 
lacquerware, which is prized in Japan 
both for durability and for beauty of 
colour. A variety of minerals are 
found in the islands, of which only 
coal and phosphate are of sufficient 
value or quantity to be of commer. 
cial importance. The Luchus traded 
almost exclusively with Japan, and 
the balance of trade was consistently 
unfavourable, the average annual 
excess of imports over exports being 
estimated to value at least 4 million 
yen. 


American Conquest of Okinawa 


Hostilities were almost entirely res- 
tricted to the island of Okinawa, 
which was invaded by the Americans 
on April 1, 1945 after heavy pre- 
liminary bombardment, and was 
finally captured at a cost of some 
48,000 casualties on June 21. Three 
days before the initial landing Unit- 
ed States aircraft had dropped 
leaflets warning civilians to avoid 
towns and military objectives; and 
when the island fell most of the 
population was found to be hiding in 
caves. Contrary to American anti-- 
cipations, the Luchuan population 
proved both. docile and friendly, once 
they had overcome their initial fear 
of the invaders, and no guerilla ac- 
tivities were reported. 


American Military Government 
was confronted with many problems 
in restoring some semblance of order 
amid the chaos and the complete 
breakdown of the Japanese adminis- 
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trative system. All the larger towns 
having been destroyed by bombard- 
ment and crops damaged during the 
fighting a large proportion of the 
civilian population had _ neither 
food nor shelter. Both of these 
the American Military Government 
attempted to provide, as well as 
clothing and medical care in many 
cases. Destitute civilians surrender- 
ed in such large numbers that con- 
ditions were inevitably chaotic at 
first and temporary relief measures 
had to be improvised. However, by 
August an Okinawa Advisory Coun- 
cil composed of fifteen prominent in- 
habitants, had been established to 
advise Military Government on na- 
tive affairs and from this body a 
central administration was gradually 
evolved. Early in 1946 Government 
departments were established. These 
included Education, Public Health, 
Judicial Affairs, Labour, Agriculture 
and Fisheries. A further step in the 
development of self-government was 
taken in April when the Deputy 
Commander selected a Governor 
from a panel of three men elected by 
a convention composed of village 
headmen, members of the Advisory 
Council and leading citizens. Hence- 
forward the Deputy Commander 
issued his directives through the Go- 
vernor, who was responsible for their 
promulgation and enforcement. 


American Rule 


During 1945 American Military Gov- 
vernment had been confined to Oki- 
nawa and the small islands to the 
west as far as Kume, but from the 
middle of January the whole area 
from the Sakishima Group in the 
south to the 30th parallel came un- 
der its control. From September 
1945 the administration of the Lu- 
chus had been a naval commitment, 
but in July, 1946 responsibility re- 
verted to the Army, and since then 
General MacArthur has issued 
periodic reports on the progress of 
reconstruction. Under American 
guidance the Luchu economy is be- 
ing gradually restored and a two- 
year plan for. reviving and expand- 
ing local industries has been an- 
nounced. Surplus United States 
Army material and salvage have been 
used in building new houses, large 
numbers of Luchu islanders have 
been repatriated, and tools and food 
have been distributed by Military 
Government. Imports of the latter 
will continue to be necessary, since it 
has been estimated that the 1947 
crops will yield only 50 per cent of 
food requirements. 


The Future of the Islands 


The future status of the Luchu is- 
lands was not defined in either the 
Cairo or the Potsdam Declaration. 
The former, which was signed by Mr 
Churchill, President Roosevelt, and 
Generalissimo Chiang Kai-shek, 
Stated that: “The three Great Allies 
are fighting this war to restrain and 
punish the aggression of Japan. 
They covet no gain for themselves 
and have no thought of territorial 
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expansion. It is their purpose that 
Japan shall be stripped of all the 
islands in the Pacific which she has 
seized or occupied since the begin- 
ning of the first World War in 1914 
and that all the territories Japan has 
stolen from the Chinese, such as 
Manchuria, Formosa, and the Pesca- 
dores, shall be restored to the Re- 
public of China. Japan will also be 
expelled from all other territories 
which she has taken by violence and 
greed.” Although the Luchus are 
not specifically mentioned they 
could presumably be regarded as a 
territory “taken by violence and 
greed.” Similarly, since Chinese 
suzerainty pre-dated that of Japan, 
they might come in the category of 
territories “stolen from the Chinese.” 
In the Potsdam Détlaration, which was 
issued on behalf of the same three 
Governments and_ subsequently ad- 
hered to by the Soviet Union, it is 
laid down that “the terms of the 
Cairo Declaration shall be carried 
out and Japanese sovereignty shall 
be limited to the islands of Honshu, 
Hokkaido, Kyushu, Shikoku, and such 
minor islands as we determine.” It 
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is perhaps on the strength of this 
ambiguous reference to “minor is- 
lands” that the Japanese Foreign 
Minister, Mr Ashida, laid a tentative 
claim to the Luchus at a recent press 
conference. However, Japanese 
hopes of regaining the Archipelago 
are unlikely to be realized in the 
near future, particularly now that 
General MacArthur is known to 
favour retention by the United 
States. So long at least as Japan 
remains subject to Allied sanctions, 
occupation by the United States 
would be amply justified on strate- 
gic grounds, though permanent an- 
nexation might seem incompatible 
with the passage in the Cairo De- 
claration which stated that the Allies 
“have no thought of territorial ex- 
pansien.” In the long term, and 
pre-supposing a real regeneration of 
Japan, it is probable that she will be 
permitted to resume her sovereignty 
cver a people with whom she has the 
closest racial and economic ties. 


The views of the Luchuans them- 
selves on their future destiny are not 
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known, and there have been no re- 
ports of the political agitation or na- 
tionalist movements which are so 
prevalent elsewhere in Asia. 
Throughout the centuries the islan- 
ders have earned a reputation for 
being gentle and law-abiding. In 
the sixteenth century the title of 
“Land of Propriety” was bestowed 
upon the islands by the Emperor of 
China, and travellers reported that 


the people had no lethal weapons 
and committed few crimes. of 
violence. Captain Basil Hall, who 


visited the Ryukyus in 1816 in H.M.S. 
Alceste, gave an equally flattering 
account of the islanders, whose kind- 
ness to shipwrecked mariners and 
friendly disposition he contrasted 
with “the cold repulsive manner of 
the Koreans.” For the time being. 
therefore, it seems probable that 
considerations of self-determination 
may be subordinated to those of 
strategy without exciting the resent- 
ment of the Ryukyuans, who would 
be likely to welcome the assistance of 
the. United States in the restoration 
of their simple economy. 
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